


- e 


KER, JULY 1940 ANNUAL INSURANCE REVIEW 


¥. 71940 9/6 


Ty } :QRARY 


5 15 1940 TRE 


BANKER 


ol. LV No. 174 


Contents include : 
ECLIPSE OF FREE STERLING 


CONOMIC WARFARE: THE NEW PHASE 


BLOCKADE CAN STILL DEFEAT GERMANY 
By WALTER HILL 


























DO WE NEED THE MARGINAL ACCOUNT ? 
By COLIN GRAHAM 

THE BOTTLENECK IN IMPORT FINANCE 
By W. W. SyReETtT 


ANNUAL INSURANCE REVIEW: 


LIFE ASSURANCE AND THE NATIONAL EFFORT 
By Leo T. LITTLE 


FIRE AND ACCIDENT INSURANCE 
By F. G. CULMER 


FOREIGN BANKING AND THE WAR 
By PAaut EINZIG 


HUDDERSFIELD 
BUILDING SOCIETY 


Established 
1864 











Reserves 


£900,000 





HEAD OFFICE: BRITANNIA BUILDINGS, HUDDERSFIELD 
LONDON OFFICE: BRITANNIA HOUSE, 203 STRAND, W.C.2 








=) UNILUUVUUAUUDUU0UUUOUEEOLET UAE 


_ BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES WORKS: 


17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C.4 LONDON, E.C.2 
Telephones : MANsion House 4366 (10 lines). Telephones : CLErkenwell 1020 (10 lines). 
Telegrams : “Identical, London.” 
BANKERS’ CHEQUE PRINTERS. 


BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, BANKS 
E ETC., AND STATIONERY FOR MECHANISED BOOKKEEPING A SPECIALITY 


oc 


HINTITENIVIE.UVUVUVIOUOUAUELUNUUUUUUOL LULL LE 


NULLA 


NTT 


l} 








Tre AGRICULTURAL BANK oF tHe TURKISH mie | 


FOUNDED IN_ 1888 


Paid-up Capital : £T. 33,000,000 
(authorised - £T. 100,000,000) 
Reserve Funds - - £T. 3,000,000 
Provisions - . £T. 4,000,000 


Head Office: ANKARA 
263 branch offices and agencies spread all over the country 


Telegraphic Address: ZERBANK 


Besides the granting of agricultural credit which is its general function the 
Bank conducts nearly all banking transactions. The agricultural credit 
co-operatives and marketing societies, which are under the supervision 
and control cf the Bank, exceed 600. The Bank aims above all at the 
development of agricu'ture and the progress of the Turkish peasantry. 











THE 


BANKER 


JULY 1940 


MR. P. ASHLEY COOPER 


(A Director of the Bank of England and Director-General of Finance 
to the Ministry of Supply 
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A Banker’s Diary 


It seems almost incredible, so truly has this been a 
lightning war, that when last these notes were written 
Belgian army was still fighting side by a 
National with the first British Expeditionary Force 
Savings and and no German had yet set foot on the soil 
War Bonds of France. To say that the chapter of 
disasters of the past month has served only 
to harden this country’s resolution is no more than the 
sober truth. In a quiet way, the splendid results 
achieved by the National Savings Campaign during 
these critical weeks are a convincing testimony to the 
spirit of grim determination which permeates every 
branch of the national effort. In this field it is literally 
true that the critical turn of events in France instan- 
taneously brought forth redoubled efforts. Sales of 
Savings Certificates and Defence Bonds, which in May 
had fallen below £5 million a week, suddenly shot up to 
almost double that figure in the very week that saw the 
Nazi drive through to the Channel ports. This higher 
level was maintained in the succeeding fortnight and in 
the following week the total was actually doubled 
yet again in response to the Prime Minister’s special 
appeal for National Savings Week. Including an addi- 
tion of £2,241,000 to Savings Bank deposits, the small 
investor during National Savings Week contributed the 
striking sum of no less than £/20,174,000 to the finance of 
the war. In the four weeks to June 18, the Savings 
ee yielded £53,745,000, or almost double the 
total of £27, 558,000 in the preceding four weeks, and 
nas Na a total of £233,600,000 in seven months. There 
is no doubt that the large investor will make an equally 
whole-hearted response to the issue of 25 per cent. 
National War Bonds which began last week. With 
their relatively short life of five to seven years, these 
bonds will appeal primarily to the large institutions 
they are, in fact, an ideal holding for the banks—but a 
short-dated issue of this kind should also prove attractive 
to the private investor who has already taken up his 
maximum quota of Savings Certificates and Defence 
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Bonds. In deciding to offer bonds continuously available 
for subscription through the tap, instead of attempting 
to launch a large loan of fixed amount on a specific day, 
the Chancellor has adopted a technique which proved 
eminently successful during the last war. From 1917 to 
1919, indeed, tap issues of National War Bonds realized 
no less than £1,733 million, as compared with £2,348 
million received from long-term loans. 


UNDOUBTEDLY this fresh impetus to the savings move- 
ment, and the adoption of a system of continuous 
borrowing which will draw off inflationary 
Need for surpluses as quickly as possible, will 
Sound together place a useful brake on infla- 
Finance tionary tendencies. In addition, Sir 
Kingsley Wood has virtually promised an 
interim budget of draconian severity for the very near 
future. Everything depends on the willingness of the 
new Chancellor to adopt, unlike his predecessor, the 
really drastic and radical expedients, amounting almost 
to a fundamental overhaul of the fiscal system, which 
alone can provide an adequate safeguard against infla- 
tion. In recent weeks, supply expenditure has shot up 
from little more than £40 million to the neighbourhood 
of £60 million weekly, which means that our total budget 
this year will be of the order of £3,750 million, instead of 
the wholly inadequate figure of £2,667 million on which 
Sir John Simon based his budget estimates last April. 
In the way of revenue we can only count upon £1,234 
million, plus the yield of the new purchase tax and higher 
E.P.T. Even making generous allowances for the 
buoyancy of the revenue at a time of rising national 
income, it is clear that taxation on its present basis is 
providing little more than one-third of the total cost of 
the war. If prices have been rising only gradually since 
the beginning of the year, it can only be because the con- 
tinuing uncertainty has led to a voluntary curtailment 
of spending. This factor—an increased desire to hold 
liquid assets and a consequent reduction in the velocity 
of bank deposits—can, however, provide only a tem- 
porary check. What is needed is sound budgeting on 
the part of the Chancellor and a vastly increased willing- 
ness to save on the part of the public. 
B 
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issue should prove an overwhelming success is empha- 
sized by last month’s clearing bank figures. 
Mounting With revenue at its seasonal ebb and the 
Bank restraining effects of the £300,000,000 War 
Deposits [oan already exhausted in April, bank 
deposits in May, as will be seen from the 

following table, shot up by no less than £59:3 million. 


CLEARING BANK RETURNS 


May Change on Change on 

1940 month year 

£ mils. £ mils. £ mils. 
Deposits os im ‘3 2,413°3 +59°3 + 246°5 
Advances ms ae a 964-3 —Ig‘I — 23° 
Investments 7 a er 633°2 +15°6 + 28: 
Bills ea ai - ae 408-7 +70°3 + 208: 
Call money oa “i ss 143°7 — 97 - O° 
Cash re i zi i 257°0 + 3°1 - 20° 
Items in course of collection .. 71-6 — 0-2 : 10° 


CoON ONY 


« 
0 


Oo 
Cash to Deposits ee én 10°65 — o-l4 


This expansion can more than be explained by the jump 
of no less than £70-3 million in bills discounted to £408-7, 
the highest level since early 1933. Since the outstanding 
issue of tender Treasury bills rose only £35 million 
during May, it is clear that the banks have been fed direct 
with bills issued throurh the tap. The further sharp 
drop in advances makes a decline of as much as £42 
million in two months. To a large extent this movement 
no doubt forms a counterpart of the expansion in bill 
holdings, Government disbursements being applied in 
repayment of bank loans. It has to be remembered, 
however, that the stagnation in building and many other 
branches of activity must continue to offset the 
increased advances to the expanding arms sector. On 
this occasion, it will be seen, the banks followed the 
traditional policy of offsetting a decline in advances by 
purchases of securities. At £633 million, investments 
now show a recovery of £36 million from the low level 
touched last July, and even though public departments 
may have supplied a fair proportion of the additional 
securities, bank buying has undoubtedly played an 
important part in the gratifying firmness of the gilt- 
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edged market. It would be surprising if bank deposits 
did not continue their expansion this month to well 
above the previous peak of £2,4409 million last 
December. Although the tender issue by June 22 had 
risen only to £755 million (as compared with the recent 
peak of £811 million in early February), the total floating 
debt was at a new high of £1,658:4 million, compared 
with the March 8 peak—before the War Loan subscrip- 
tions—of £1,5066 million. Notwithstanding the 
excellent results of the Savings Campaign, the recent 
weekly increase of £15 million in tender bills has 
sufficed to cover barely half the current deficit, and there 
is no doubt that substantial quantities of tap bills have 
found their way to the market. 


But for the National War Bond issue, a further sharp 
expansion in floating debt would have been inevitable 
this month, despite the July tax payments, 
The Suppl since funds have to be found for the repay- 
Bill. ment of the £100,000,000 of dissented Con- 
version 44 per cent. As it is, the large 
amounts of this stock which have been 
acquired by the banks since the conversion will undoubt- 
edly be exchanged into National War Bonds. Even so, 
the market should be able to reckon with a steadily 
expanding supply of bills. This prospect has not had the 
slightest effect on the level of discount rates, which 
remain firmly pegged at the level of 1 4 per cent., corre- 
sponding to the firmly established tender price of 
#09 14s. 10d. There has been no departure from this 
rate even to permit slight seasonal upturn in rates which 
is normal before the turn of the half-year, notwithstand- 
ing that clearing bank demand for bills in the latter half 
of the month has been curtailed even more severely than 
is usual. While credit has remained reasonably com- 
fortable, even though the market has had to finance an 
increasing portfolio, the general tone of the market in the 
past two weeks has contrasted sharply with that towards 
the beginning of the month. Then credit was exception- 
ally easy owing to the release of the June 1 dividend dis- 
bursements, while applications for the £65 million of 
Treasury bills on offer shot up to a new peak of £131-3 
million. 
B2 
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THIS was mainly due to the speculative incentive offered 
by a possible reduction in money and till rates to their 
pre-war level. For a time it was widely 
Call Money expected that the authorities would take 
Controversy steps to secure such a reduction—for 
Dismissed example, by reducing Bank rate—as the 
first fruits of the new powers of control 
over the banking system taken under the recent Emer- 
gency Powers Act. It is perfectly clear, however, that 
the informal influence which the authorities are able to 
exercise in normal times would have permitted such a 
change to be brought about, had it been desired, at any 
time since the outbreak of war and without the need for 
compulsion in any form. That it is not desired has now 
been made perfectly clear by the Chancellor’s replies to 
questions in the House. He argued that although the 
general policy of the Government is to secure the lowest 
possible interest rates which circumstances permit, the 
level of Bank rate affects a wide range of matters, includ- 
ing short-term interest and deposit rates and the Chan- 
cellor has “to hold a fair balance between the different 
factors involved.” It would be interesting to know why 
this “fair balance” should require the maintenance of 
deposit interest at a time when the Chancellor himself is 
appealing for interest-free loans. And deposit interest is 
the crucial factor, for unless this could be reduced or 
abolished altogether, the banks’ justification for higher 
call money rates on the grounds of higher expenses must 
be accepted. 


THROUGHOUT the month the note circulation has been 
breaking fresh high ground. The figure of £5569 million 
on May 29 was itself a new record slightly 

Note above the Christmas, 1939, peak. There- 
Circulation after the circulation for four successive 
Records weeks continued to expand by some {£10 
million weekly to reach {602-1 million on 

June 19—an increase of £55-6 million in four weeks and 
of no less than £1032 million on the year. Probably an 
important factor in this movement was a strengthening 
of provincial till money reserves as a corollary to the 
plan for regional administration of the country should 
communications be dislocated. In addition, there must 
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necessarily have been some precautionary withdrawals 
by the public to finance a possible evacuation. Both 
these factors represent a desire to hold rather than to 
spend notes, and are thus deflationary in tendency rather 
than the reverse. On the other hand, part of the expan- 
sion has undoubtedly reflected the higher wage payments 
resulting from decreased unemployment and overtime 
working. The return of the B.E.F. to this country must 
also have involved an additional demand for actual 
currency. 


SINCE the rising trend of the circulation had already 
reduced the Banking Department’s Reserve by June 5 
to the exceptionally low figure of 
Fiduciary 412,397,000, some increase in the fiduciary 
Issue issue was Clearly necessary. Owing to the 
Increase growing demand for currency, therefore, 
the Treasury decided in the following week 
to authorize an increase of £50 million to the new high 
level of £630 million. This is the first change in the 
fiduciary issue since the outbreak of war, when it was 
raised from £300 million to £580 million by the transfer 
of the Bank’s remaining gold to the Exchange Account. 
Such transfers of gold have, in fact, been by far the most 
important reason for the rapid increase in the fiduciary 
issue in recent years. Thus it is interesting to note that 
although the fiduciary issue was no higher than £200 
million as recently as November, 1938, and has since 
shot up by £430 million, the expansion both in the total 
issue and in the active circulation since that time has 
been of the order of only £100 million. 


THE withdrawals of notes, as will be seen from the follow- 
ing summary of Bank return movements, have not been 
Note Efflux 2!lowed to place any strain on the basis of 


Neutralized credit :— 
ANALYSIS OF BANK RETURNS 

Notes in Reserve Govt. Public — Bankers’ 

Circulation Securities Deps. Deps. 
£ mill. £ mill. £ mill. £ mill. £ mill. 
550-9 24-8 148-9 36-1 94°9 
569-3 , 161 °7 13-6 118-8 
578 °4 53° 124°0 34°9 103°2 
589-1 ; 130-6 35°3 103°7 
602°1 29° I5I°I 58°0 82°7 
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In itself, the increase in the fiduciary issue naturally does 
not affect the credit base, since other things equal the 
resulting rise of £50 million in the Reserve would be 
offset by a corresponding decline in the securities hold- 
ing, since securities are in effect handed to the Issue 
Department in payment for notes. Owing to the con- 
tinued efflux of notes the Reserve in the week to June 12 
rose only by £410 million instead of the full £50 million, 
and as the note withdrawals were more than neutralized 
Government Securities showed a net decline of only 
£377 million. Thus, the basis of credit having been 
stabilized, the level of bankers’ deposits has been 
governed not by the movements in the note circulation 
but in public deposits. After dipping to £136 million on 
payment of the June 1 dividends (with a corresponding 
increase in bankers’ balances to £1188 million) these 
shot up owing to National War Bond subscriptions to 
£580 million on June 26—the highest level for at least a 
decade—reducing bankers’ deposits to the low level of 
£827 million and causing quite stringent conditions in 
the discount market. 


Blockade Can Still Defeat Germany 


By Walter Hill 


Y France’s collapse and Italy’s move from surrep- 
B titious to avowed support of the Nazi cause, the 

economic factors in the war, no less than the 
strategic and military alignment, have been funda- 
mentally transformed during the past month. Do these 
changes represent a decisive addition to Germany’s war 
potential which would overcome the basic weaknesses in 
her economic position and enable her to withstand a pro- 
longed war? A detailed review of French and Italian 
economic resources, as will be shown, suggests no such 
conclusion. Germany’s immediate gains, undeniably, 
are very substantial. She will be able to secure control 
over France’s food and raw material supplies, over her 
military stores and large manufacturing industries. 
Although some of France’s equipment and stocks have 
been destroyed, the supplies which must have fallen into 
Germany’s hands in the occupied territories (quite apart 
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from the extent to which the armistice demands are met) 
represent a useful addition to the depleted German 
reserves. Similarly, Italy’s resources will appreciably 
add to the strength of the German war machine at first, 
though the war stocks of that country are much smaller 
than those of France. Germany’s immediate economic 
gains from Spain’s transition from a state of neutrality to 
one of non-belligerency are not large, though Germany 
will now presumably be able to import iron ore, copper, 
pyrites and other Spanish products through France, 
eluding the British naval blockade. 

But the gains of the past month have not all been on 
Germany’s side. Britain has been strengthened by 
America’s passage from benevolent neutrality to non- 
belligerency, and by Russia’s swing in the opposite direc- 
tion. Moreover, in assessing economic gains and losses 
it is essential to distinguish sharply between immediate 
and ultimate consequences. Provided that Britain can 
effectively blockade the Mediterranean and deny the 
Axis Powers access to North Africa and the Near East 
the ultimate consequences of Germany’s recent successes 
are much smaller than might be supposed. Once the 
stocks accumulated by France and Italy are 
exhausted, Europe’s manufacturing industries will have 
to curtail operations for lack of raw materials, while its 
food supplies will be restricted by the lack of imports of 
human and animal feeding stuffs and fertilizers, and by 
the decline in this vear’s harvests due to war damage and 
the withdrawal of manpower from agriculture—a decline 
of probably 25 per cent. in the case of France. Since 
France is not in normal times completely self-sufficient 
in food, any contribution to Germany’s supplies will be 
possible only by the deprivation of the French popula- 
tion. The Italian standard of living is, of course, already 
too low to permit the creation of an export surplus to 
Germany. These considerations emerge in greater detail 
from the following brief survey of the French and Italian 
economies. 

IT. 


ITALIAN AND FRENCH RESOURCES 
(a) Foodstuffs—Neither Italy nor metropolitan 
France is completely self-sufficient in foodstuffs, though 
the latter country is rather better placed than the former. 
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Home production and foreign trade of the two countries 
in the basic foods is shown below :— 


I. PRODUCTION AND TRADE IN ESSENTIAL Foops 
(In thousands of metric tons) 


France 


|Import(+)or | ~—~—~—SY||_:—«smport (+) or 
Production | Export (—) | Production Export (—) 
| 


Surplus Surplus 
| 1937 | 1938 | 1937 | 1938 | 1937 | 1938 | 1937 | 1938 
Wheat -+ | 7,017 | 9,400 | +335 | +345 | 8,064 | 8,092 | + 1,439 | +156 
Rye a 739 | 811 +o-r | +0°5| 145 | 138|+ 2°6| + 31 
Barley .. | 1,017 | 1,291 | +125 | + 73] 233] 248 26 | + 39 
Oats 1s | eer seer | 78 | + 15 | 620| 629|/+ 21] + 8 
Maize és 514 | 579 | +749 | +706 | 3,396 |2,936 |+ 126] + 55 
Rice - — | - +725 | +583 791 | 818 158 | —158 
Potatoes .. | 15,878 | 17,314 +106 | + 65 | 3,214 | 2,951 77 | —102 
Beans ma 124 | 122 + 18] + 14 | I90] 140 26} + 18 
Sugar oe | 872 | 810 +186 | +124 | 320] 362 | 8} + 29 








Source : International Year Book of Agricultural Statistics. 


Both countries, it will be seen, are normally importers of 
basic foodstuffs to some extent. But the proportion of 
imports to production is comparatively small in the case 
of most products. France possesses substantial live- 
stock. At the end of 1938 she had 154 million head of 
cattle, 10 million sheep, 1-4 million goats, 7-1 million 
pigs. Italy is less well off in this respect; her cattle in 
1938 numbered only 7-7 million head, her sheep 9% 
million, her goats 1-8 million and her pigs 2:9 million. 
Neither country is entirely self-sufficient in edible fats. 
Italy has a substantial output of olive oil, while France 
has an appreciably greater output of butter than her 
neighbour. Both of them, and especially France, 
produce large quantities of fruit and vegetables. Neither 
France nor Italy has any domestic production of tea, 
coffee or cocoa products which have become essentials in 
both countries. Cut off from imports of foodstufts, their 
standards of living (already low in Italy) cannot be 
maintained at recent levels. The question is whether 
the standard of living in France can be depressed suffi- 
ciently to provide an important surplus for the German 
population. 

(b) Raw Materials—(1) Power.—Both Italy and 
France are largely dependent on imported raw materials 
to feed their industries. Both are short of power 
resources. France produced about 45 million metric 
tons of coal per annum in recent years; some two-thirds 
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of her output is being normally derived from the two 
administrative areas of Pas-de-Calais and Nord in the 
north-eastern corner of the country. But in a normal 
year France has to import some 25 million tons to 
supplement her domestic output. Italy’s position is 
much worse. Her annual output in recent years barely 
reached one million tons per annum and she is forced to 
buy abroad some 12 million tons per annum. Both 
countries have attempted to make good their deficiency 
of coal by the development of their water-power 
resources. In 1938, Italy produced some 14,208 million 
kwh. from her hydro-electric power stations, while 
France’s output amounted to nearly 10,000 kwh. in 1937. 

So far as oil is concerned, they are even less self- 
sufficient. Despite intensive prospecting, Italy’s output 
of natural oil is not expected to exceed 10,000 tons this 
year. To this must be added the output of Albania, who 
may be able to supply some 300,000 tons of low-grade 
crude oil this vear. Owing to the lack of coal and lignite, 
Italy, unlike Germany, has not been able to develop the 
production of synthetic fuel, but her output of alcohol 
from agricultural produce and of natural gas may reach 
about 150,000 tons. Including the Albanian oil, Italy 
may therefore be able to produce about 450,000 tons of 
oil this year. But this is equivalent to barely 13 per 
cent. of her normal peace-time consumption. France, 
again, produces only negligible quantities of crude oil; 
in recent years her output, derived almost entirely from 
the Pechelbronn field in Alsace, varied between 70,000 
and 80,000 tons per annum. This is only the merest 
fraction of her normal requirements, which total about 
64 million tons per annum. 

(2) Metal Ores.—lItaly’s output of metal ores is 
almost insignificant in relation to her needs. Her output 
of iron ore barely amounted to half a million metric tons 
per annum in recent years. In lead and zinc she has 
been able to cover the greater part of her needs, but she 
depends almost entirely on imports for copper, tin, 
manganese and all the other steel alloys. Quicksilver is 
the only material of which she has a substantial export 
surplus. While France also has to purchase abroad the 
bulk of her requirements in non-ferrous metals and steel 
alloys, she is Europe’s largest producer of iron ore and 
bauxite (the raw material for aluminium). In 1938 she 
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produced 683,400 metric tons of bauxite, while the iron 
content of her ore output in that year amounted to more 
than Io million tons, compared with 83 million tons pro- 
duced by Sweden, the next largest producer in Europe. 
The bulk of the output of iron ore is derived from the ore 
deposits south of Luxemburg. 

The French Empire supplies a large variety of 
minerals, but except for iron ore, chiefly in small quan- 
tities, as the following table shows :— 


2. OUTPUT OF METAL ORES IN FRENCH EMPIRE IN 1937 
Algeria :— Metric tons Tunis :— Metric tons 
Iron ore... .. 2,372,000 Iron ore .. - 947,000 
Lead ore .. va 7,295 Lead ore ‘ 21,000 
Zinc ore... - 17,690 Morocco :— 
Antimony ore - 2,160 Manganese ore .. 79,100 
Indo-China :— Iron ore .. na 66,900 
Zinc ore... io II,100 Molybdenum ore 196 
Tin ore we wh 2,600 Cobalt .. oe 5,280 
Tungsten ore we 498 New Caledonia :— 
Nickel ore we 249,000 
Chrome ore = 48,000 


Source: Annuaire Statistique 


Algeria and Tunis are rich in iron ore, of which metro- 
politan France has already substantial supplies. New 
Caledonia is the second most important source of nickel 
supplies after Canada, though its output is very much 
smaller than that of the British Dominion. With a few ex- 
ceptions, however, France has to import the bulk of her 
non-ferrous and steel alloy metal requirements. 

(3) Other Raw Materials—Both France and Italy 
depend on imported supplies for rubber, cotton, a sub- 
stantial part of their wool and a large variety of 
chemicals. France, however, produces large quantities 
of phosphates and of potash. 

(c) Manufacturing Industries—Both France and 
Italy have large manufacturing industries, but the indus- 
trial capacity of France is considerably the greater and 
more diversified. Their output of crude steel may be 
taken as a rough measure of the industrial importance of 
the two countries. Although France’s iron and steel 
industry, located chiefly to the south of Luxemburg and 
further north along the Belgian frontier, has been 
operating well below capacity in recent years, it is 
capable of producing about to million tons of crude steel 
per annum. Italy’s output, though scheduled to reach 
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4 million tons, did not exceed 23 million tons per annum 
up to 1938. 

Despite the excellence of their engineering and ship- 
building industries, both countries have been dependent 
on imports of many types of machinery. But they have 
highly developed, though comparatively small, motor 
industries. Italy’s output reached 75,000 vehicles in 
1937, but France’s, after reaching 254,000 in 1929, has 
been hamstrung by the prolonged depression. Both 
countries have highly developed munition industries. In 
aircraft producing capacity Italy is probably not far 
behind France, but her capacity to produce tanks, guns 
and small arms is very much smaller. 

After the metal industries, the most important trades 
are textile manufacture. Both countries produce sub- 
stantial quantities of cotton, wool and silk textiles. 
France’s principal textile centres are located around Lille 
on the border of Belgium (chiefly cotton and wool) and 
at Lyons (chiefly silk). 

(d) Stocks.—In preparation for the war France has 
accumulated large stocks of military equipment, though 
not to the same extent as Germany. While a good deal 
of French equipment has been destroyed or used up, 
substantial quantities must have remained after the 
defeat of herarmies. Similarly, heavy reserves of oil, non- 
ferrous and steel alloy metals and textile raw materials 
were built up before and during the first eight months of 
the war. Even in 1938, for example, France imported 
8,136,000 tons of oil. After allowing for losses in refining 
and for exports, imports in that year exceeded exports 
by some 850,000 tons. As the accumulation of stocks 
was speeded up after 1938, they may have reached 
several million tons before the German offensive began. 
As in the case of military equipment, a proportion of 
these stocks has been destroyed or consumed, but it is 
known that large reserves escaped destruction. Italy’s 
munition manufacturing capacity is much smaller than 
France’s, but she has spared no effort since last Sep- 
tember in an attempt to provide supplies for her army 
and to expand aircraft production. She has also built 
up her stocks of essential raw materials, so far as her 
meagre gold and foreign exchange resources permitted 
At best, however, she has been able to accumulate 
materials for a few months. 
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Ill. 
GAINS AND LOSSES 


What are the general conclusions to which this 
survey leads? Immediately, Germany’s position will 
admittedly be enormously strengthened by French and 
Italian stocks and by her access, by rail, to Spain’s 
mineral resources. Ultimately, however, she cannot 
realize her dreams of the complete economic integration 
of the European Continent under her hegemony without 
access to raw material and food supplies in countries at 
present outside her control. It is quite true, for example, 
that Germany’s crude steel capacity will be enormously 
increased by access to French iron ore. In 19309, 
Germany (including Austria, Czechoslovakia and 
Poland) is estimated to have produced about 26 million 
tons of crude steel. Belgium and Luxemburg together 
can produce nearly 7 million tons, while the capacity of 
France’s industry amounts to about Io million tons. 
Germany will thus be in a position to dispose of more 
than 40 million tons of crude steel per annum—an 
enormous weight of metal. Although France is 
deficient in coal, Germany will have no difficulty in 
supplying the needs of French industry. But the 
manufacture of modern steel—especially material used 
in munitions—requires the admixture of manganese, 
nickel, tungsten, chrome and of many other steel alloys 
of which Germany is already short. France cannot fill 
this gap. Again, Germany’s oil position will remain 
weak, even if she could obtain complete control over 
Roumania’s oilfields. Both France and Italy have to 
import virtually the whole of their requirements. In a 
normal year France consumes about 63 million tons and 
Italy about 33 million. Germany is in a position to 
produce 4 million tons of natural and synthetic oil per 
annum. But in 1938 Germany (including Austria and 
Czechoslovakia) consumed about 7 million tons. And 
the whole of the Roumanian output only just exceeds 
6 million tons. Without extra-European supplies, 
Germany’s Europe will thus be starved of oil and its 
industries and transport crippled. Russia, even if will- 
ing, is quite unable to make good the deficiency. Nor, 
with an effective blockade, will Europe be able to feed 
herself under a German hegemony. As the following 
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table shows, Europe (excluding Russia, the United 
Kingdom and Ireland) has to import substantial quan- 
tities of the basic foodstuffs in a normal year. 

3. AVERAGE ANNUAL PRODUCTION AND NET IMPORTS OF BASIC 

Foops By CONTINENTAL EUROPE [EXCL.RUSSIA] IN 1936-38 

(In millions of metric tons) 
Production Net Imports 
Wheat .. - . 42° 
mye... Ka ee 22° 
Barley .. ve - 14° 
Oats sia Pe 
Maize 
Rice 
Potatoes 
Beans i 
Sugar .. Bis 
Source : International Year Book of Agricultural Statistics 

It will be seen from the table that in potatoes alone, 
among these commodities, is Continental Europe self- 
sufficient. But apart from these basic foodstuffs, Europe 
produces virtually none of the conventional necessities, 
such as tea, coffee, cocoa, spices; she is also deficient in 
edible fats. And in the current year, at any rate, 
Europe’s output of the basic foodstuffs enumerated in 
Table 3 is likely to be well below the average. Indeed, 
without imports Europe must suffer famine this coming 
winter. 

Lastly, the distribution of Europe’s supplies among 
the constituent countries will meet with serious transport 
difficulties, for coastal traffic, which has always been an 
important factor in inter-European trade, has been 
rendered hazardous by our Navy and Air Force. It 
will be almost impossible to switch over the coastal trade 
to rail, road and canal. 

The effect on Britain of Germany’s conquest of 
France and of her consequent establishment of a 
hegemony over Continental Europe is the opposite. 
Germany's immediate economic position vis-a-vis 
Britain has been appreciably strengthened; but time is 
against Germany and with Britain, always provided that 
we can effectively cut off Europe from foreign supplies. 
Germany’s gain in military stores, in food and raw 
material stocks and in manufacturing capacity in France 
is Britain’s loss. But, unlike Germany, Britain still has 
access to the vast resources of food, raw materials and 
manufacturing capacity outside Europe. Indeed, the 
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resources available to her have actually been increased 
by the elimination of the European market. (Steps will, 
of course, have to be taken to prevent the impoverish- 
ment of the primary producing countries and political 
difficulties which may result from their inability to sell 
all their produce; the absence of suitable measures 
would play into Germany’s hands. For this reason, the 
United States Government’s proposal to establish central 
control over commodity sales in the whole of America 
is to be strongly welcomed.) In addition, the awakening 
of public opinion in the United States will increasingly 
strengthen Britain’s resources. If Germany’s steel- 
producing capacity has been raised to more than 4o 
million tons per annum, this is still substantially inferior 
to that of the United States, who can produce something 
like 70 million tons of crude steel per annum. Moreover, 
America’s metal manufacturing industries are in propor- 
tion to her steel-producing capacity. If they were to be 
turned over to the manufacture of aircraft, tanks and 
guns the resulting output, if it could be effectively 
employed, would be sufficient to blow to pieces any com- 
bination of possible enemies. Further, the latest news 
suggests that Germany’s victory in France has caused 
consternation in Russia and a change in that country’s 
attitude towards her neighbour. If Russia was pre- 
occupied mainly with strengthening her own position, 
and gave Germany comparatively little economic 
assistance, during the first nine months of war, the extent 
of that assistance is unlikely to be increased in the near 
future. 

The salient conclusion emerging from this brief 
survey of economic gains and losses is that Germany is 
compelled to stake everything this year on an attempt to 
gain access to additional supplies of food and raw 
materials. The conquest of France and the domination 
of the whole of Continental Europe apart from Russia 
leaves Germany dangerously short of certain vital com- 
modities, such as oil and steel-alloy metals, for example. 
In fact, the imposing additions to Germany’s present 
supplies secured in the Low Countries and in France are 
no measure of the change in the ultimate military poten- 
tials of herself and Britain, though the capture of large 
stocks has strengthened her immediate position and will 
enable her to carry on the war. 





Do We Need the Marginal 
Account ? 
By Colin Graham 


ERY early in the war the clearing banks recognized 

\) that some contraction in their services to the public 
would be necessary. Accordingly, a large number 

of offices and sub-offices were closed. Possibly this 
caused some slight inconvenience to the public, but the 
national interest was served by the release of redundant 
staff for the services. But has this process of contraction 
in services and economy in man-power been carried far 
enough? Is it not time to recognize that in some cases a 
banking account itself, and not merely the incidental 
services which the banks provide, constitutes a luxury 
which the nation cannot afford in wartime? The case is 
the stronger because banking facilities are a luxury for 
which a certain type of customer, as is well known, is not 
even prepared to pay adequately, if at all, in peace-time. 
After the last war, especially, the banks of this country 
indulged in fierce competitive expansion, all enlarging 
their number of branch offices and progressively offering 
wider services to secure new customers among people 
who had not formerly felt the need to have current or 
other accounts. The introduction of small savings 
accounts at interest to attract even the humblest savings 
was probably the most extreme method yet seen to 
familiarize the public with the banking system. In such 
ways the banking habit has been carefully and success- 
fully fostered. Like the motor-car, it has spread down- 
wards through the social strata until now it is surprising 
to find a small trader or salaried official of any sort who 
has not been persuaded that he needs a current account 
and the use of a cheque book. The man-in-the-street is 
now accustomed to receive and to pay money by means 
of cheques in settlement of transactions which could as 
readily be closed at the outset by cash payment. Even 
weekly wage-earners have been expected to accept 
crossed cheques on pay-days. And it became a common 
thing just before the present war to see cheques passed 
for half-a-crown or even less to well-known football pool 


promoters. 
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The policy of encouraging current accounts which 
cannot be expected to be immediately remunerative is in 
theory based on the principle that in the end a proportion 
of accounts secured by sucha policy willimprove and turn 
out to be remunerative. But has this form of develop- 
ment expenditure justified itself? More particularly, is it 
justified in war conditions? The costing of bank services 
is notoriously difficult and there have been few practical 
attempts to put it on a mathematically defensible basis. 
Whereas in some countries a flat charge is made for each 
drawing, in this country the banker, like many other pro- 
fessional men, tends to assess his charges for the many 
services involved in conducting a current account 
according to the customer’s ability and willingness to 
pay. The upper limit becomes the maximum that can 
be reasonably justified to the customer as a fair reward 
for services rendered. The lower limit is the minimum 
which the bank is prepared to accept to avoid driving the 
customer to the bank round the corner. In the case of 
small accounts this minimum turns out in practice to be 
nil, for the smallest charge will be resisted by many 
customers. A bank waiving its charge in this way is, of 
course, not merely working without a profit but is 
incurring a positive loss, representing overhead costs 
proportionate to the account which must ultimately con- 
stitute a charge on other sources of profit. 

To decide what is an economic charge repre- 
senting a fair remuneration for conducting a particular 
account, however, raises the whole problem of cost 
accounting. In computing his charges, there are two 
complementary factors that a bank must take into con- 
sideration: first, the administrative costs of conducting 
the customer’s account, and, secondly, the extent to which 
the return from the use of the customer’s idle money in 
the bank’s business may provide for those costs. Pro- 
vided the customer runs a credit balance of sufficient 
earning power to cover the costs allocated to the conduct 
of the account, there will be no need for a specific charge 
at all. In many cases, naturally, the actual charge made 
amounts to the overhead costs, as far as they can be 
estimated, less the value of credit balances to the banker. 
Neither costs nor credit balance values, however, lend 
themselves easily to assessment. 
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The banker’s primitive measuring rod of costs, apart 
from his intimate knowledge of what the customer can 
or will afford, is the number of pages in the ledger that 
the account has filled in the period under review. The 
explanation for this standard is that the average cost of 
a debit entry, and hence the cost of a page of entries, can 
easily be ascertained by totalling all the expenses 
incurred at each or every branch and dividing them by 
the number of debit entries in the ledgers, which can be 
counted specially for the purpose from day to day. The 
quotient is generally believed to be in the neighbourhood 
of eight or nine pence per cheaue handled to the debit of 
customers; in mechanized branches it may be less. This 
figure naturally includes the cost of dealing with all 
credit items accepted for collection* and assumes that 
each customer is utilizing his fair share and no more of 
the various services provided without payment. These, 
clearly, are only free in the sense that no specific charge 
is made for them. 

Let us assume that an average used page bears 40 to 
50 debit entries. If there were no credit balance to take 
into consideration (the account might, for instance, run 
overdrawn) the banker, thinking of his costs, would like 
to charge, say, 30s. for the page (representing 40 entries 
at 8d. each). This amount has to be abated according to 
the value of the credit balance.+ Here we meet the 
vexed question of minimum balance or average balance 
as the test of value. The yield of such balances to the 
banker constantly varies and is always the subject of 
speculation. The mysterious factors which enter into 
this calculation of money values within a bank are well 
illustrated by the practice of bankers who are apparently 
content at times to invest in the market to earn less than 
“ys are themselves ‘Paying for mange fixed +p. 


* If credits are out of proportion to the account another calles 
tion is necessary. This is often done on “‘ collection ’’ accounts, e.g. 
premiums for insurance companies, or instalment receipts for hire 
purchase concerns. Credits are commonly regarded as cheaper to 
handle than debits. 

+ The principle does not apply if interest at an agreed rate is 
allowed on credit balances. It is customary in some areas, and in 
relation to commercial accounts, to allow interest and charge a com- 
mission at so much a page, or on turnover. 

Cc 
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it is believed in many quarters that the present gross 
average value of funds in the care of the big bankers is 
regarded as 2 per cent. per annum, which will serve as a 
basis for discussion. 

The intimate relationship between current account 
charges and money values is apparent from the instruc- 
tions issued by one bank to its branch managers to aim at 
25s. per page per half-year, failing a reasonably reliable 
balance of £125 per page (e.g. £500 if four pages are 
used in the half-year), since 25s. represents interest at 
2 per cent. on £125 for six months. Many customers are 
not unaware that if they can place money elsewhere at 
a better rate than 2 per cent. per annum it does not pay 
them to keep funds idle on current account merely to 
obviate bank charges. 

In the light of this discussion, it is clear that some 
types of account cannot be considered to pay for them- 
selves by any criterion. The typical account which is a 
burden to a bank instead of an asset is the current 
account of the man with a monthly income, little or no 
capital, and the normal outgoings of a suburban family 
man. He may draw a few cheques a month and his 
account absorbs a page in the half-year, including say 40 
to 50 debit items. His credit balance fluctuates from £50 
on receipt of salary to nil at—or before—the end of the 
month. From the banker’s point of view this is almost 
worthless. Quite apart from incidental services such as 
custody of valuables, credit at other branches, etc., his 
account involves work, including possibly some corre- 
spondence or personal interviews, for which a guinea per 
half-year would be appropriate. Yet it is invariably 
difficult to collect this charge, which as already demon- 
strated does not in itself represent a profit, but reim- 
bursement of expense actually incurred. An enormous 
number of such accounts are protected against proper 
charges by some standing concession to waive them. 
Such concessions are frequently negotiated by profes- 
sional associations and trades unions on behalf of their 
members, and are often enjoyed by employees of large 
concerns so long as they keep their accounts at their 
employers’ bank. Unprofitable accounts of this nature 
are, of course, carried at the expense of more fortunate 
customers, who feel that it is advisable, for one reason or 
another, to leave with their bankers far more cash, free 
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of interest, than would be necessary to yield fair payment 
for the accounts. The surplus “free” money of current 
account customers is the valuable asset that enables a 
banker to “nurse” poor accounts until they ripen to the 
profitable stage, as some of them admittedly do. 

The writer suggests that these and many more 
accounts that do not pay are a luxury neither the banks 
nor the nation can afford in wartime. The customer is 
enjoying a service for which he has never been fully 
persuaded to pay under peace-time conditions. The 
banker, for his part, is operating a service for such 
customers to the detriment of earning power, and is 
maintaining staff on essentially unproductive work. 
A broad conception of the banking industry as a 
public service, built up without strict regard for 
maximum profit, may have been an excellent founda- 
tion for expansion in peace time. In wartime, different 
considerations apply. Like the consumer of other in- 
essential goods and services, the private consumer of 
bank services might, at any rate, be content to use them 
less in the emergency. The marginal customer would, of 
course, be eliminated at one stroke if the banks were to 
agree upon a common scale of minimum charges.* 
Even in wartime, however, the general objections to such 
restraints upon competition probably hold good. But 
the banks might at any rate agree informally upon a 
general policy of discouraging uneconomic accounts. 

The result would be a reduction in the number of un- 
profitable accounts corresponding roughly to the number 
of customers whose need of a banking account is largely 
artificial. Economies in the operation of the banks 
would result from the substitution of payment by cash 
and postal orders in the place of cheque payments as far 
as possible. It would, of course, involve some displace- 
ment of funds which in the normal way would lie in the 
banks. But this would actually encourage the public to 
lend their idle funds to the Government directlv through 
the purchase of National Savings Certificates, instead of 


* The difficulty of convincing a small customer of the cost of 
handling each cheque he issues, for example, might be overcome by 
imposing a fixed charge of, say, sixpence (over and above stamp duty) 
for every cheque, when the cheque book is issued, by way of advance 
payment of charges in cases where credit balances are regularly in- 
sufficient. 
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in the indirect and revocable way that current account 
balances may be said to be lent to the Government. 
Thus it seems that the severe discouragement of non- 
economic accounts would have considerable advantages 
in the national interest without great inconvenience to 
the public and without prejudice to bank earnings. 


Eclipse of Free Sterling 


WEEPING changes in the exchange control have 
S been made this month which will greatly restrict 
the market in free sterling and thus help to close 

the most important of the remaining loopholes in our 
exchange restrictions. In broad outline, these changes 
may be said to continue the policy of export proceeds 
control responsible for the slump in free sterling last 
March. On this occasion, however, adequate precautions 
have been taken to prevent any such unfortunate 
reactions on the rate. At the same time, the nature of 
the export proceeds control has been modified to take 
cognizance of the recent changes in the alignment of the 
world’s principal currencies due to the developments in 
the war situation. One of the most important tendencies 
in the evolution of the exchange control during the first 
eight months of war, as we have already pointed out, was 
the gradual unification of exchange regulations through- 
out the Empire, and the movement towards the assimila- 
tion of the franc area to the sterling area. During the 
past month this enormous area enjoying exchange 
stability and complete internal freedom of transfer was 
further extended by the conclusion of financial agree- 
ments with the Belgian and Dutch Governments, similar 
in effect to the Anglo-French financial agreement of last 
December. Under these agreements the rate of exchange 
for the N.E.I. guilder has been fixed at 7-60 (roughly the 
same level as before the invasion of the Low Countries), 
while the Belgian franc was stabilized at the same level 
as the French franc, namely 1763 francs to the pound. 
This would correspond to a belga rate of 35-30, as com- 
pared with less than 24-00 before invasion, and thus repre- 
sents a considerable depreciation of the Belgian currency 
against sterling. Since Holland and Belgium themselves 
are in German occupation, it is only the colonial posses- 
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sions of these powers which have thus been linked up 
with the sterling-franc area, but the raw material 
resources of the two colonial empires (together with 
exchange resources totalling at least £350 million and 
possibly double that amount) represent a valuable con- 
tribution to the Allied cause. On the other hand, the 
French capitulation has now removed Continental 
France from the Allied exchange area and the Anglo- 
French financial agreement is in suspense, though it is to 
be presumed that similar arrangements will remain in 
force in respect of the French overseas possessions. 

Outside the Allied exchange bloc, there remain on the 
one hand the United States and Switzerland—possessing 
the sole remaining “hard” currencies outside the Allied 
group—and on the other hand a number of neutral coun- 
tries, such as the Latin American states, whose currencies 
in the past have fluctuated against sterling largely in 
sympathy with the New York free market rate. An 
important strand in the new policy announced this 
month is the proposal to conclude clearing or payments 
agreements with these outside countries. It is under- 
stood that several such agreements are in course of being 
negotiated, and that our authorities would be prepared to 
impose clearing unilaterally if these negotiations are in- 
conclusive. Assuming that this policy is carried through, 
the result will be greatly to restrict the volume of our 
transactions with the outside world affected by the move- 
ments in the free rate and to substitute stable rates 
agreed or fixed by our own authorities. It is to be 
assumed that these rates will be based upon the official 
dollar rate. Thus the extension of the area covered by 
clearing agreements should at the same time help to 
reverse the depreciation of sterling—and the consequent 
movement to our disadvantage in the terms of trade— 
resulting from the free market collapse. 

This policy of basing the whole of our foreign trade 
on the official rate of exchange, and of limiting the 
volume of transactions in the free market, is further 
exemplified in the requirement that all exports to the 
United States and Switzerland must in future be paid for 
either in U.S. dollars and Swiss francs, or in sterling 
obtained from the Exchange Control at official rates. 
This provision supersedes the former regulations 
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requiring specified commodities (jute, rubber, tin, 
whisky, furs and diamonds) to be paid for at the official 
rate when exported to a variety of destinations, 
including the Dutch and Belgian Empires and the coun- 
tries of South and Central America. Exchange will 
normally be provided in their own currencies to residents 

the U.S.A. and Switzerland in respect of commercial 
and current financial payments due to them, including 
interest and dividends, thus removing a wide range of 
financial transactions, in addition to exports, from the 
sphere of the free market. 

Clearly, this generalization of export proceeds 
control, by cutting off the former excessive flow of 
sterling remitted abroad by British residents must reduce 
the free market to a shadow of its former self; and at 
long last the familiar official contention that movements 
in the free rate are of little importance because the 
market is so narrow begins to carry some conviction. 
Transactions through the free market will now be limited 
on the one hand to sales of sterling by non-residents and, 
on the other hand, to purchases of sterling in payment 
for this country’s invisible exports, such as freight and 
dividends payable in sterling, for which purpose free 
sterling is still eligible. 

Other things equal, the drastic restriction of the 
demand for free sterling due to the exclusion of exports 
must inevitably have caused a further sharp break in the 
free rate similar to that of March. Fortunately, the 
authorities have on this occasion taken the precaution of 
imposing corresponding restraints on supply. This was 
done mainly through the suspension of licences for the 
sale in the United Kingdom of securities owned by 
persons resident outside the sterling and franc areas. At 
first comprehensive, this ban was later slightly relaxed 
by concessions which would permit sales by French, 
Belgian and Dutch nationals under certain conditions: 
for example, where the holder is temporarily resident in 
the United Kingdom or in the Dutch or Belgian colonies. 
Our authorities are apparently satisfied that it is 
securities which form the great bulk of foreign assets in 
this country, and that in prohibiting security sales they 
have thus cut off the most important source of potential 
offerings of sterling in the free market. Obviously, 
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foreign bank balances are no longer regarded as a 
serious danger and have been left free. It is notorious 
that some laxity has resulted from the delegation of 
authority to branch bank officials to approve Form E.1 
applications. Thus some additional restraint on offer- 
ings of sterling abroad should also result from the 
decision of the authorities to take back under their own 
direct supervision the approval of Forms E.1 for remit- 
tances to the United States and Switzerland. Authorized 
banks must now refer all such applications to the Bank 
of England for approval. 

Thanks to this concurrent limitation of supply, the 
response of the free rate to this month’s changes has been 
in striking contrast with that produced by the first instal- 
ment of export proceeds control in March. In two days, 
the rate actually soared by more than 70 cents to touch 
3:86. Although the succession of political shocks subse- 
quently brought a reaction to the neighbourhood of 3-50, 
the market has exhibited a very strong undertone 
and has since touched 3:95. Whereas the initial jump 
in the rate might readily be explained by panic 
covering on the part of foreign importers who had con- 
tracted to buy goods invoiced in sterling, this sustained 
recovery definitely encourages the hope that the new 
policy will bring a lasting improvement in our terms of 
trade, not only by the extension of the field in which the 
official rate operates, but also through less unfavourable 
rates in what remains of the free market. 

At the same time, any margin at all between the two 
rates is unjustifiable. It means that our invisible exports, 
unlike our merchandise exports, are bringing in a smaller 
volume of imports than if the official rate were made 
operative throughout. The ultimate objective, clearly, 
is a complete assimilation of the free rate to the official 
rate, and it is to be hoped that the reported discussions 
between the British authorities and the American banks 
with a view to establishing the official rate in the New 
York market will in due course produce results. Even if 
this were done, however, the rectification of the previous 
errors in exchange policy represents no more than the 
first step in a policy of maximizing our exchange 
resources. To counteract the recent depreciation of 
sterling will certainly lead to some gain in exchange. 
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But for this broader objective of maximizing export 
proceeds to be successfully accomplished, only some 
form of Government export trading, as we have 
repeatedly argued, can hope to be effective. 


Foreign Banking and the War 
By Paul Einzig 


HE extent to which British domestic banking 

activity has been affected by the war has so far 

been moderate. Apart from the diversion of 
credits from civilian trades to arms trades, everything is 
going on more or less as before the war. In the sphere 
of British foreign banking, on the other hand, there have 
been some far-reaching changes, and most of these 
changes have been for the worse. Indeed, while 
foreign banking activity benefited by the war of 1914-18 
to no slight extent, the same cannot be said to be the case 
with foreign banking activity during the present war. 
Foreign branches in London, banks specializing in 
foreign business, and the foreign departments of clearing 
banks have suffered many disadvantages as a result of 
war conditions. 

The first blow was, of course, the definite freezing of 
the German Standstill. Since, however, this was largely 
anticipated it did not come as an unduly severe shock. 
Banks which had to avail themselves of official assist- 
ance in order to carry their Standstill bills have to pay 
interest at 6 per cent., which represents a considerable 
drain on their diminished earnings. At the same time 
they lost their German business which in some instances 
represented a fair proportion of their turnover until the 
outbreak of the war. Several British exchange banks 
had branches in Germany which were closed down and 
placed under German control. 

With the German invasion of Poland, the Polish 
credits became frozen, although in many instances assets 
on this side covered the claims. A large proportion of 
the Polish bills have been repaid, especially by the 
Government-controlled banks whose liabilities were 
looked after by the Polish authorities in London. On the 





FOREIGN BANKING AND WAR 27 


other hand, the British-controlled banks in Poland and 
Danzig are for the present a dead loss to their owners. 

The next blow was the invasion of Denmark and 
Norway, as a result of which valuable banking connec- 
tions were severed almost overnight. Neither of these 
countries was a borrower in the London market, how- 
ever, so that actual losses to London banks were 
negligible. Nevertheless, since Scandinavia has always 
been regarded as one of the most valued spheres for 
foreign banking, the loss of Danish and Norwegian busi- 
ness, and the drastic reduction of Swedish and Baltic 
business in consequence of the invasion, was keenly felt. 
Fortunately, it is still possible to maintain connection 
with correspondents in Stockholm, Helsinki and other 
centres, even though letters take about ten days, and 
commercial intercourse has been severely restricted. 

The invasion of the Low Countries constituted a par- 
ticularly severe shock to foreign banking. Relations 
between London on the one hand and Amsterdam and 
Brussels on the other had always been very close, and 
London foreign banks lost much valuable business. 
Compared with this, the temporary disappearance of 
Amsterdam and Brussels as competitors for international 
banking business loses all significance. In Belgium there 
were several British bank branches, but they were able 
to evacuate in time. 

Next in chronological order was the declaration of 
war by Italy. The direct effect of this move upon British 
foreign banking has been relatively moderate. British 
banking interests in Italy have been small, and the 
amount of unsecured Italian credits in London has been 
reduced since the beginning of the war, so that the 
London banking community was not caught badly. On 
the other hand, the loss of Italian banking business for 
the duration of the war further reduced the scope of 
international banking activity in Europe. Moreover, 
commercial and postal intercourse with the countries of 
the Eastern Mediterranean has now become very difficult 
indeed. Cables and radiograms are still arriving regu- 
larly, but telephone connection has been broken off, and 
there is interminable delay in the transfer of letter mail. 

The invasion of France deprived London banks of 
yet another important sphere of their activity. Banking 
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relations with Paris have always been very important. 
Several British banks have branches or affiliates in Paris 
and other French cities, which had to be evacuated. At 
the present moment it is not yet possible to appreciate the 
full effect of the French disaster upon London banking. 
As Paris has been a lender in London and not a borrower 
there will be no losses on frozen debts, but a very sub- 
stantial proportion of the continental business has been 
lost with the German conquest of France. Moreover, 
communication with Switzerland has become even more 
difficult than with Sweden or with the Balkan States. 

At the time of writing, foreign business with the Con- 
tinent is practically confined to business with Spain and 
Portugal. Business with the East continues but is 
affected bv the slowness of communications, traffic 
having had to be diverted from the Mediterranean to the 
longer line around the Cape. Business is still more or 
less normal with the Western hemisphere, but the City’s 
role as intermediary between Europe and the American 
continent has ceased for the present. 

While London’s importance as a world banking 
centre has thus been severely diminished for the time 
being, this eclipse may be regarded as a passing 
phenomenon. With the defeat of the aggressors London 
will resume her traditional role and will play a leading 
part in financing the reconstruction of Europe. 


The Bottleneck in Import Finance 
By W. W. Syrett 


HAT activities essential to the war effort should 

be impeded for lack of finance is clearly most 
undesirable, and in domestic arms production 
arrangements have been discussed to ensure that this 
does not occur. Yet increasing difficulties in obtaining 
adequate finance undoubtedly threaten to restrict our 
equally essential import and export trade. It has to be 
realized that a considerably greater volume of resources 
is needed to finance our import trade in wartime. In the 
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first place, a larger proportion of the total funds needed 
for this purpose now have to be provided in this country. 
In normal times, a fair share of this trade is financed in 
the exporting countries. The overseas seller may use his 
own funds to finance the transaction, as in the case of 
consignment sales of primary products, such as 
Australian fruit, or manufactures, such as American 
automobiles. In addition, overseas banks provide 
finance by the negotiation of bills of exchange. 

In wartime, these facilities are less readily forthcom- 
ing. Overseas suppliers are no longer willing to ship con- 
signment goods, as they will not risk their floating capital 
(in the form of stock) in a combatant zone. Moreover, 
the extension of the war to Scandinavia, the Low Coun- 
tries and the Mediterranean has aggravated one material 
factor in the situation which tends to restrict credits by 
banks in the exporting country. The elimination of air 
mails and the diversion of shipping to longer routes 
makes the time of the mails both long and very uncer- 
tain. Bankers overseas lack precise information as to 
the time which will elapse from the date on which they 
negotiate bills under credits till reimbursement 1s 
effected in London. Consequently, they lack the data on 
which to fix a rate for sight drafts, and it is becoming 
quite common for negotiating bankers to demand “Cash 
in London on telegraphic advice of bills negotiated ” 
before they agree to handle any credit issued by a 
London bank. This was particularly noticeable in trade 
with the Mediterranean even before the Italian “ stab in 
the back.” Since that time, even sterling-area countries 
are calling for T/T reimbursement. Some other coun- 
tries, such as Japan, have imposed the prior reimburse- 
ment clause as a direct retort to our own Exchange 
Control measures. 

The result is clearly to transfer to this country vir- 
tually the entire burden of financing our import trade. 
And it will be appreciated that longer mailing periods 
involve larger outstanding commitments at any one time, 
even to continue a regular flow of trade of normal long- 
period turnover. If a merchant secures a bi-weekly 
dispatch of cargoes of £1,000 each from America, two 
such commitments are outstanding if the mails take a 
week, but eight of them are in course if the mails take 
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a month. (It is, of course, assumed that the trade meets 
normal cash-against-documents contracts.) The Minis- 
tries of Supply and Economic Warfare have exerted a 
firm but discreet pressure on the normal importing 
mechanism in order to bring about expansion in its 
capacity in the desired directions, and an expeditious 
handling of the enlarged throughput of certain goods. 
To this pressure the merchanting mechanism has 
valiantly responded, even to the length of becoming 
financially extended to a point at which, judged by 
peace-time standards, bankers could accuse importers of 
overtrading. Some few transactions have been consum- 
mated on cash-with-order terms, for although U.K. 
importers are naturally not keen to freeze their funds for 
any length of time, they can often secure priority for 
short-term supplies by judiciously laying them out in this 
manner. The bulk of our vital imports, however, is so 
vast in proportion to the normal floating capital of 
import merchants as to prevent the general application of 
the “ cash with order ” system. 

Since foreign bankers, like foreign exporters, are, as 
we have seen, deprecating the acquisition of trade bills 
on the U.K., the burden of our import finance falls to be 
provided largely by credits opened by U.K. banks. 
Until quite recently irrevocable credits opened from 
London have proved acceptable. Even in the U.S.A., 
despite the “cash and carry ” legislation, the exchange 
resources of U.K. banks sufficed to guarantee their corre- 
spondents issuing local confirmations. Until Norway and 
Denmark were invaded bankers were able to supply all 
the credits for which they were asked, subject to their 
normal tests in regard to the importing customers for 
whom they opened them. There were, naturally, some 
anxieties regarding extended customers but the general 
tendency was to shade the usual requirements, regarding 
margins and safeguards, in favour of importers of vital 
commodities. In the situation which has now developed, 
however, the protracted mailing periods, combined with 
the demand for T/T reimbursement, have narrowed the 
channel of import finance until it threatens to become a 
bottleneck. It is imperative that the gap be widened 
again before its strangling effect becomes apparent. 
The solution undoubtedly demands some form of 
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official intervention. Although bankers would have no 
difficulty in meeting the increased demands on their re- 
sources, since they can rely on the maintenance of com- 
fortable credit conditions, it is not to be expected that 
they should provide finance indiscriminately and without 
regard to the risks involved. Any such policy would 
conflict with the prior and paramount duty to maintain a 
liquid position, on which public faith in the banking 
system ultimately depends. On the other hand the 
Government, in order to secure the necessary flow of 
imports, might, very well agree to guarantee commit- 
ments on behalf of the importers of certain commodities 
selected because of their vital nature. After all, Export 
Credit Guarantees are available for exporters who 
choose to pay the premiums demanded, and such 
guarantees are available to reduce the credit, transfer 
and invasion risks of both customer and banker. Since 
only the credit risk would be at issue, far simpler guaran- 
tee would suffice for bankers financing imports (provid- 
ing the banks continue their present practice of 
inspecting the importers’ marine and war risk policies!) 

One practicable suggestion is that the Ministry of 
Supply should lodge with the importer’s bank a Treasury 
Bill or Promissory Note for the amount of credit opened 
to finance an essential import. It is not proposed that the 
issue of this bill should replace more usual credit-secur- 
ing, but that it should operate merely as collateral to the 
direct security of the goods themselves, plus such 
marginal deposits, etc., as the bank can get from the 


How to Export 


In our last issue it was pointed out that the Export Groups seem to 
have confined themselves to smoothing out the purely domestic diffi- 
culties of their members, and play no part in the marketing of British 
goods abroad. There should thus be considerable scope for the service 
offered by the Export Unit of the Advertising Service Guild, which 
hopes to assist the export drive by providing correct information, 
preparing authoritative reports on current conditions and giving proper 
marketing advice based on specialized local knowledge. The nature 
of this service is explained in a businesslike booklet ‘‘ How to 
Export,’’ and inquiries should be addressed to the Advertising Service 
Guild Export Unit, 10 Hertford Street, London, W.1. Telephone: 
Grosvenor 3477. 
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customer. The lodgment of such collateral would enable 
bankers to proceed with confidence even in circum- 
stances where the customer is so extended as to have no 
adequate margin available for hypothecation. There is, 
after all, a precedent for financial obligations being under- 
taken by the Ministry of Supply. When dealing as prin- 
cipal in timber and flax, the Ministry both drew and 
accepted Bills of Exchange, and such bills have been dis- 
counted in the London market at par with Treasury Bills. 
The suggestion outlined above merely extends the prin- 
ciple by proposing a less direct obligation which would 
enable banking machinery to function with greater pre- 
cision. The detailed methods adopted for overcoming 
the risk factor are of secondary importance. What is 
essential is that the bottleneck of import financing be 
promptly recognized and that immediate measures be 
taken to widen it, notwithstanding—in fact, because of— 
the abnormal nature of the commodity flow which it is 
vital to maintain. 


Matters of Law 


By Maurice Megrah 


AW, like time, waits for no man. In wartime, how- 
ever, it sheds much of its ordinary garb and takes 
on a fresh, rather fearsome, apparel, as witness the 
emergency legislation material which has been a feature 
of this Journal for some months past. But even in its 
ordinary guise, law still compels attention and there are 
one or two recent decisions which deserve consideration. 


Courts (Emergency Powers) 

Following the Courts (Emergency Powers) Acts, 1914 
to 1916, there were a series of cases in which three judges 
decided that those Statutes gave the defendant a right 
which could be waived and that therefore the necessity 
for applying to the Court for consent before a mortgagee 
could pursue his remedies could be avoided. The prin- 
cipal case seems to have been re Sandow Limited 
({ 1916] W.N. 262), though an unreported case, one of the 
three, was decided by Atkin, J. 
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Farwell, J., found himself unable to follow the same 
principle, because the position of mortgagors and mort- 
gagees has since the last war very largely changed. 


“During that period there has grown up an 
enormous amount of business with building societies 
and with like societies for the financing of persons in 
comparatively humble circumstances who desire to 
acquire a home through the assistance of building 
societies. The growth of that sort of business has 
been phenomenal, and there is no doubt whatever 
that there is a very large number of comparatively 
humble people for whom the legislature intended to 
create some protection. It was felt—I think, again, 
that this is a matter which I am entitled to take into 
consideration—that men and women who found 
themselves unable to make the necessary payments 
at the due time, and thereby ran a serious risk of 
being turned out of their homes, should have some 
protection, if they were people who found that their 
difficulties were due to the war, either directly or 
indirectly, and that protection was a protection to be 
afforded to them by imposing upon the mortgagee 
the necessity of obtaining the consent of the court 
before he exercised any power. In the absence of 
any such legislation, one can well imagine that there 
might be very far-reaching distress and grievance 
among a very large number of people, who might 
feel that they had been dispossessed of their homes 
without any opportunity of putting their side of the 
matter, and without being given very much notice 
of what was being done. It must be remembered 
that large numbers of persons in that position are 
persons who have little or no knowledge of law, and, 
moreover, have little or no opportunity of obtaining 
legal advice. There is a very large class of persons 
now, although it was not anything approaching the 
same size in the last war, calling for some sort of 
protection.” 

And he decided that there could be no contracting out of 
the Courts (Emergency Powers) Act, 1939 (Soho Square 
Syndicate Limited v. E. Pollard & Co., Limited ([1940] 
2 All E.R. 607) ). 
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This decision seems to have given rise to the view 
that every case of the enforcement of the payment of a 
debt or of the realization of a security within the 1939 
Act must first be approved by the Court—which means 
every pre-war banking loan or contract for securing such 
a loan. Questions would, in that event, arise as to the 
necessity for approaching the Court for permission to 
take the redemption moneys under a policy of life assur- 
ance, or any other security which had automatically 
become convertible into cash. 

These views seem to overlook two points. Firstly, 
the Statute prescribes no penalties. If all parties are in 
agreement, and the borrower is a person of integrity, no 
harm can come of proceeding as if the consent of the 
Court were not necessary. But in the case of a security 
which had not redeemed itself, what is there to prevent 
the parties entering into a new contract, one object of 
which is to fulfil part of the old—i.e., to repay the 
advance—and the second to arrange a fresh loan and a 
recharging of the security? Both of these, being post- 
Act, will be enforceable without application to the Court. 
If this is done it is clear that the borrowers are not—to 
use the words of Farwell, J.—in that “ very large class of 
persons . . . calling for some sort of protection.” 


National Defence Contribution 


Last month the Imperial Tobacco Company success- 
fully resisted the claim of the Crown that interest on the 
daily balances of accounts with bankers was chargeable 
to national defence contribution under the Finance Act, 
1937. The Commissioners had held that the interest was 
income from “investments or other property ” and was 
expressly excluded by paragraph 7 of Schedule IV to the 
Finance Act, 1937, from the computation of the 
Company’s profits for national defence contribution, 
Lawrence, J., agreed and according to The Times of 
June 12, said :— 

“ The real contrast intended to be drawn in para- 
graph 7 of Schedule IV was between investment 
income as opposed to trading profits. The words in 
paragraph 7 meant income derived from sources 
outside trade, that was, income produced by money 
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not being used in trade. Money on current account 
at a bank was not being used in the business of the 
customer of the bank. It was rather money which 
was being used in the business of the banker.” 


Money Paid by Mistake 


An interesting decision in which the claimant party 
might easily have been a bank—if one dare suggest that 
banks can make mistakes—is reported in [1940] 2 All 
E.R. 580. Weld Blundell and others were first mort- 
gagees and Synott the second mortgagee of the same pro- 
perty. Of the facts it is necessary only to say that the 
property was realized and, after the first mortgagees had 
repaid themselves the amount of their mortgage plus 
interest, there remained a surplus to which the second 
mortgagee was entitled. Unfortunately the plaintiffs 
overlooked something in their calculation and paid over 
to the defendant more than was really due to him. On 
finding out the error, the former called upon the latter to 
refund the sum he had been overpaid. 

The law as to money paid by mistake is highly 
technical and the cases on it are by no means consistent. 
Asquith, J., testified to this in his judgment, finding diffi- 
culty, particularly, in appreciating the precise meaning 
of the words “as between ”’ in the expression, familiar to 
those with a knowledge of this branch of the law, that 
“the mistake must be as between the payer and the 
receiver.” 

Without going into the technicalities of the law, it is 
enough to say that certain conditions attach to the 
recovery of money paid by mistake. The mistake must 
be one of fact, not of law; it must be between the parties 
paying and receiving; and further conditions are laid 
down in Paget (4th ed. [1930], p. 402) as follows, as 
derivable from Jones v. Waring and Gillow (|1926] 

A.C. 670) :— 

“Money paid to a man as principal, not agent, 
under mistake of fact can be recovered against him, 
although he has detrimentally altered his position, if 
he did so merely in consequence of the payment 
and not in reliance on some independent act or 
representation of the payer’s or by reason of some 
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breach of duty on the payer’s part, or unless the 
mistake of fact directly touches a negotiable instru- 
ment by virtue of which he received the money, and 
his position has been or might have been prejudiced 
in the interval between payment and reclamation.” 


In Weld Blundell v. Synott the defence was twofold: 
that the mistake was not between the plaintiff and defen- 
dant, and that, therefore, the money was not recover- 
able; that the defendant had been misled by the plaintiff 
into the belief that he was entitled to the money and that 
he had changed his position as a result of the representa- 
tion, in that he had paid up, sooner than he would have 
done, under his guarantee of the overdraft of the mort- 
gagor and had borrowed from his own bankers in order 
to do so. 

Asquith, J.’s comments on the first point were brief. 
After reviewing the cases, Kelly v. Solari ([1841], 
9 M. & W. 54); Chambers v. Miller ([1862], 13 C.B.N.S. 
125); Athen v. Short ({1856], 1 H. & N. 210); Deutsche 
Bank (London Agency) v. Beriro & Co. ([1895], 73 L.T. 
669); and Jones v. Waring & Gillow, he said, on the con- 
tention that the mistake was between the mortgagor and 
the plaintiffs, not the latter and the defendant : — 


“T cannot see why it should not be both. Where 
what A owes to B depends on what A is owed by C, 
and A, owing to a mistake as to the latter amount, 
automatically also makes a mistake as to the former 
amount, there is a mistake, in my view, not only as 
between A and C, but also as between A and B. I 
therefore hold that defence that the mistake was not 
inter partes fails.” 
He found, too, that there was no neglect on the plaintiffs’ 
part in making the representation, there being no duty 
on the part of a first mortgagee to inform the second 
mortgagee correctly of the state of his account, and that 
the defendant had not changed his position to his 
detriment. 
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Life Assurance and the National 
Effort 
By Leo T. Little 


N life assurance, as in many other lines of economic 
| activity—though not in every other branch of insur- 
ance—the immediate effects of war are a pronounced 
diminution in the volume of business and a severe reduc- 
tion in its profitability. The implications of this deserve 
careful examination, not only because there are few in 
this country who have not a stake—often representing a 
major part of the individual’s possessions—in the £1,420 
million of funds held by the life offices, but also because 
the offices have a significant position in the war-time 
economy. Keeping intact their long-accumulated funds 
is a function of importance in ensuring financial and 
social equilibrium in the country. And the maintenance 
of a flow of monetary resources to the Exchequer is 
of even greater moment, at a time when the country 
needs every pound that can be cajoled away from 
private consumption. 

What, first, of the volume of business? New assur- 
ances are undoubtedly less important than they were. 
The first four months of war seriously reduced the 
volume of new assurances. Thus the total for the year 
1939, despite a flow of business from January to August 
hardly less strong than in the corresponding period of 
the previous year, totalled only about £196 million in the 
ordinary branch, compared with the corresponding 
figure of £253 million in 1938. The reasons for this 
decline are not far to seek. The falling-off or virtual dis- 
appearance of income among a considerable part of the 
assuring public, no less than unwillingness to commit the 
unpredictable future, dried up the very source of new 
proposals. No doubt few members of the public were 
troubled by the more esoteric problems of inflation, 
security values, expense ratios and the like, but so far as 
these matters were considered they must have con- 
stituted a powerful deterrent to new assurances. In the 
first half of the present year, these various factors limit- 
ing new business at the end of 1939 are still present, and 
though their impact effect may have passed, they are 
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reinforced by still further taxation of incomes and 
profits. Thus at the present time, it is doubtful whether 
new business is running at more than 30 per cent. to 
40 per cent. of its level at the corresponding period of 
1939. 

From the point of view of the life offices alone (dis- 
regarding for the moment the national considerations 
involved), there are two widely differing attitudes 
towards this diminution of new business. In the first 
place, there is the attitude of the new business (or 
agency) manager. The main aim of his working life has 
always been the attainment of ever higher sums assured 
in any one week, month or year. This has been the 
prime index of his success or failure and other indices 
have been secondary indeed. Turnover, not profit- 
ability, has usually been his dominant criterion. All this 
would have been good enough if sufficient attention had 
always been paid in higher quarters in the life offices to 
other criteria. But one has more than a suspicion that 
the agency manager’s index has been adopted rather in- 
discriminately by the directorates in too many instances. 
They, too, have been preoccupied with the level of fresh 
assurances. Some indication of this is seen in the com- 
petitive publicity given to new business figures (at least, 
in normal times) at the beginning of the year. 

In opposition to this new business fetish stands the 
view of the investment manager, and, in growing degree, 
of the actuary. They are mainly concerned, not with 
turnover, but with profit margins, though it should be 
remembered that “ profits” in life assurance accrue to 
the investors of capital to only a minor extent. They 
face the growing difficulties of investing money at rates 
which approximate to those which in the past have been 
assumed in their premium calculations. They have seen 
at first hand the recent accentuation of that lowering of 
net interest rates which has been in operation since 19209. 
For the most part, therefore, they would prefer to keep 
new business to modest levels. 

The unprofitability mentioned at the outset of this 
article is the direct result of this diminution in net 
interest. Apart entirely from premiums on new 
contracts, the incoming premiums on old policies, taken 
out many years ago at premium rates based on assumed 
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interest of siti 3 per cent. net or 3 per cent. net 
(then a conservative assumption) have at present to be 
placed at about 2-1 per cent. (i.e. 3 per cent., less tax). 
The equations are clearly out of balance. To upset 
them further by writing a large volume of new assur- 
ances seems hardly to be in the interests of the offices, 
unless premium rates rise sufficiently to take account not 
only of the present low net rate on investments but also 
of the still further reductions that heavier taxation will 
undoubtedly bring. But premium rates have not yet 
risen so high, though a marked upward movement has 
been in progress. Premium tables still seem to assume a 
return to more normal rates in the not so very distant 
future. The assumption may conceivably prove to be 
justified, but prudence dictates that it should not be 
pressed too hard. 

So much for the matter of new business viewed from 
the angle of the offices. But from the wider national 
angle other factors are also relevant. The national 
interests require the largest possible flow of funds to the 
Exchequer; and if this can be assisted through the 
channel of new assurances, that channel should be 
cleared of all obstacles. Certainly life assurance pro- 
vides a ready-made means of attracting savings for the 
nation. The emphasis upon National Savings Certifi- 
cates and Defence Bonds may have caused this fact to be 
overlooked. It should be plain, however, that no less 
than direct investment in these types of Government 
securities, the indirect placing of resources in any form 
of investment is of practically equal value. It is 
immaterial whether the funds are placed initially in 
Government securities or anything else—their use, in the 
present circumstances of the capital market, will accrue 
to the Government.* Undoubtedly, therefore, it is desir- 
able, other things being equal, that there should be the 
largest possible influx of funds into the offices and thence 
to the State. 

But the matter is not quite so simple as it may appear. 
If we could be sure that every new assurance brought in 
a volume of new savings during the next year « or two 
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(now the vital years) greater than would be saved in 
other ways in the absence of the assurance, all would be 
well. There would be the strongest case for the adoption 
of methods as yet untried (though some of them have 
been tentatively considered) to stimulate new life 
business. Collective advertising (especially advertising 
stressing the national implications here discussed), 
Government recognition of the present-day value of life 
assurance, a nation-wide and uniform scheme for cover- 
ing war risks on life assurances—these and many other 
methods appear practicable. Unfortunately there is no 
guarantee that every fresh assurance represents addi- 
tional saving. There are many people who, if they enter 
into a contract to save a given sum annually by way of 
premium payments extending over life or a long term of 
years, are thereby deterred from saving in other ways 
more than that given sum this year and the year after. 
In other words, while new assurances are an invaluable 
method of ensuring a flow of savings over a period of 
years, they are less valuable considered as a means of 
maximizing present savings. For this reason it may be 
questioned whether new business stimulation is in fact 
the best way of fitting the life offices into their proper 
place on the financial side of the war economy. 

Another consideration is also relevant. The normal 
new business figures published by the offices appear 
enormous. It is not the sums assured, however, but the 
corresponding premium payments for the first year 
which really matter at the present time. The total new 
ordinary business of £196 million in 1939 brought in first- 
year premiums of hardly more than £10 million. Even 
this figure has to be severely reduced to allow for the 
agency commission, the bulk of which is paid in the year 
the business is introduced. Hence other aspects of the 
life offices’ operations than the securing of new business 
take a more important place. 

The relative insignificance, in this context, of new 
business must not lead to an insufficient appreciation of 
the offices’ important function in collecting a regular flow 
of savings from old assurances entered into in the past 
—which account for some £150 million of premiums 
annually. The net increase in the life offices’ funds in 
any given period, though very much less now than it 
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was, nevertheless continues. It is of the greatest moment 
that it should not be allowed to fall off more than can be 
avoided, for a decumulation of life funds would mean a 
net drain upon national savings. Thus prompt payment 
of premiums is essential and the volume of surrenders 
must be kept as low as possible; it is satisfactory to recall 
that it is the offices’ normal practice to dissuade policy- 
holders from sacrificing their assurance protection for 
present cash. It is important, also, that the life offices’ 
costs be kept down to the minimum; for every pound 
paid away as expenses will for the most part be applied 
to private consumption, whereas every pound retained 
will augment the national savings. First year commis- 
sions will decline automatically with the fall in new 
business, but an endeavour should be made to effect 
other economies. The advantage would accrue not only 
to the total of national savings but also to the life offices 
themselves, as some small compensation for the many 
unsatisfactory features in the present position. 

While the maximization of the life offices’ net receipts 
from the public—consistently with the greatest possible 
volume of savings in other directions—is an obvious 
desideratum, one other aspect of the offices’ contribution 
—in this case a more indirect one—deserves mention. 
Last year they paid out some £100 million by way of 
claims, of which about 55 per cent. is in respect of the 
maturity of endowments. A substantial part of the total 
is undoubtedly spent upon consumption goods of various 
kinds, and it should surely be possible to ensure, though 
within the corpus of the voluntary system, that this part 
is drastically reduced. This is not the place to discuss in 
detail the methods of propaganda and persuasion which 
could be adopted to this end. Nevertheless, it is clear 
that the payment of a claim under a policy provides a 
first-class opportunity of stressing the desirability, both 
from the personal and the national points of view, that 
the payment should be treated as capital and reinvested 
intact, rather than be dissipated in consumption expendi- 
ture which would aggravate inflationary tendencies. 
As the above discussion suggests, placing of claim monies 
in a new assurance policy may be less practicable than 
direct reinvestment in Government securities and it is 
mainly this latter form of reinvestment that should be 
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encouraged. The present expectation, now unfor- 
tunately a very real one, of greatly enlarged claims 
through war mortality, emphasizes the possible scope of 
the suggestion. 


Fire and Accident Insurance 
By F. G. Culmer 
A FTER the war of 1914-18 the world-wide fire insur- 





ance business of the British composite offices 

enjoyed a headlong expansion. Premium income 
rose to twice that of pre-war, and underwriting profits 
reached record levels. In the severe economic depres- 
sion which followed, profits fell away substantially over 
a period of years, and it was not until 1934 that earnings 
again got fully into their stride. It is unlikely that the 
experience of the last war will wholly repeat itself during 
the present conflict. The Government’s firm control of 
the economic situation should have a steadying influence 
upon the companies’ income, and enable them to keep 
expenses within reasonable bounds. At the same time, 
rising prices and values should have a favourable effect 
upon losses. 

On the whole, the composite offices emerged satisfac- 
torily from the 1939 insurance campaign, notwithstand- 
ing political uncertainty and four months of war. In the 
aggregate, the premium incomes in the fire, accident and 
marine departments of the nineteen offices comprised in 
the tables given in this review amounted to £109,877,900, 
exceeding the corresponding total for the previous year 
by £8,722. Net underwriting profits are calculated after 
allowing for the unexpired risks reserve, consisting in 
most cases of the usual 40 per cent., in others 50 per cent., 
of the premium income. The net profit total for the year 
was £7,891,200, representing an increase over 1938 of 
£84,600. 

The second main source of income is, of course, the 
interest received on the offices’ invested funds. In view 
of the heavy rise in income tax, a fairly substantial 
decline in the net total was inevitable, and the actual fall 
of £263,161 to £6,125,556 does not seem unduly heavy. 
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Net interest revenue, as is well known, plays an impor- 
tant part in providing nearly all the cost of the dividends 
declared by the offices, as well as interest on the deben- 
ture stocks, which are still outstanding in a few instances. 
These disbursements last year required £6,565,701, of 
which all but £440,145 was furnished by investment 
income. Practically the whole of this remaining liability 
was met out of the shareholders’ proportion of the offices’ 
life profits. The result is that, after paying claims, com- 
mission and expenses of administration, the offices were 
again able to apply a substantial amount of their under- 
writing surplus in strengthening their reserves, thus 
augmenting the security offered to policyholders. 

Fire insurance results in 1939 compare favourably 
with those for the previous year. Total premium income 
rose by £87,391 to £42,342,771, whereas in 1938 there 
was a decline of £150,166. In the latter year, moreover, 
all except one of the 19 offices showed a decrease in 
underwriting profits, whereas on this occasion six display 
gains. The total underwriting profit earned last year of 
£3,874,658 represents a net decline of £418,262, as com- 
pared with a decline of as much as £702,609 in 11938. 
The average ratio of profit on the larger premium total 
of 10:12 per cent. was only slightly lower than in the 
preceding year. 

Home fire losses were comparatively normal, the 
estimated total of £9,088,000 being £307,200 higher than 
in 1938, but £441,600 lower than in 1937. In war-time 
it is especially important that first wastage should be 
minimized to avoid interference with the national war 
effort. In their preventive measures against fire the 
insurance companies are rendering yeoman service in 
the anti-waste campaign. All these companies are iden- 
tified with the Government’s War Risks (Commodities) 
Scheme, acting in the capacity of agents for the Board of 
Trade, and in placing their organizations at the service of 
the Government they have agreed to accept only such 
remuneration as will recompense them for their outlay. 

War-time conditions have perforce had varying 
effects on the course of fire insurance business, particu- 
larly in regard to income sources. Cessation of building 
operations, depression in various spheres of private 
enterprise, and the restriction of non-essential industries 











have combined to iia nati income. On the 
othey hand, the increased activity in the arms industry, 
together with higher commodity prices, has proved a 
valuable offset. 

In the United States, despite further reductions in 
rates, premium receipts appear to have been well main- 
tained. Losses, however, continued to show an increasing 
tendency, last year’s total of £62, 699,768 being 
£2,289,168 in excess of the previous year’s figure. Wide- 
spread bush fires, following an exceptional drought, in 
Australia, and earthquakes of considerable magnitude in 
Chile and Turkey, were major disasters in the general 
foreign field, but British insurance interests as a whole 
were not extensively involved. Generally, in spite of the 
international tension and the clogging effect upon over- 
seas commerce, British composite offices have for the 
most part successfully maintained their connections 
abroad. The war has, of course, deprived British com- 
panies of lucrative direct and reinsurance business pre- 


viously emanating from Czechoslovakia, Poland, Fin- 
land and Holland, as well as Germany. 


Increase Ratio to 
Underwriting or Pre- 
Profits Decrease miums 
Fire— £ £ 

Alliance... wi “a .. 425,763 + 3,539 
Atlas or or -. 135,551 — 33,307 
Commercial Union - .. 362,613 — 91,505 
Eagle Star .. oe a - 60,842 + 6,395 
Employers’ Liability .. és 425.018 — 3,060 
General Accident .. «. Seaago F- §,995 
Guardian .. .. 114,849 — 56,793 
Liverpool & London & Globe .. 297,248 — 35,003 
London Assurance .. 148,057 12,766 
London & Lancashire... .. 267,695 — 56,499 
North British & Mercantile ~«- 32a — S000 
Northern .. a ba 95,035 — 53,954 
Norwich Union .. oa .. 136,008 + 45,309 
Phoenix .. a = - 268,776 — 37350 
Royal Exchange .. a .. 147,450 — 10,965 
Royal ia .. 501,883 10,043 
Scottish Union & N: :tional wi 77 725 8,849 
Sun we oF - Lhe 270,733 15,429 
Yorkshire .. en 98,602 22,100 


Activity in the aciiiees and General department was, 
as hitherto, very pronounced. The aggregate premium 
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income amounted to £55,891,456, and although this was 
£1,762,024 less than in the previous year, in the prevail- 
ing circumstances the volume of business encompassed 
was a notable achievement. Individual results varied 
more widely than last year, but in the aggregate under- 
writing profits reached the satisfactory total of 
£3,771,238, which was only £127,238 below the 1938 
figure, while the average profit ratio was increased from 
6:54 per cent. of the premiums to 7:80 per cent. Some of 
the companies, indeed, earned considerably increased 
percentages of profit, owing to a reduction in expenses as 


well as to a decline in claims. 
Increase Ratio to 
Underwriting or Pre- 
Profits Decrease miums 
Accident and General— £ £ % 

Alliance... oa .. 108,252 3,909 7.89 
Atlas is ne i 44,156 9,171 6.64 
Commercial Union = -. 451,054 36,843 5-51 
Eagle Star .. i. «s 530,247 62,838 10.45 
Employers’ Liability re « @@a,aa7 103,717 3-50 
General Accident . es .» 312,104 249,19I 3-70 
Guardian .. -. 123,577 75,086 16.33 
Liverpool & London & Globe .. 457,104 79,807 9-74 
London Assurance “" .. 159,878 45,041 I1.00 
London & Lancashire... -. 104,711 60,884 4.24 
North British & Mercantile .. 150,853 20,265 10.95 
Northern .. ; .. 146,247 3,157 8.00 
Norwich Union .. + .. 136,766 31,357. 851 
Phoenix .. aia ae .. 330,074 25,203 8.73 
Royal Exchange .. as .. 119,628 64,444 9.97 
Royal ae .. 558,391 8,529 9.24 
Scottish Union & National - 2,867 ” 0.78 
Sun ee is nis .. 127,291 — 32,052 6.59 
Yorkshire .. a : ni 94,502 + 14,159 6.43 


* In 1938 the result was a loss of £37,261. 


Two of the most important components of accident 
insurance, which continue to present obvious difficulties, 
are workmen’s compensation and motor insurance. The 
Royal Commission on Workmen’s Compensation is not 
now expected to issue its findings until after the war. Some 
companies have reported slightly improved results, but 
owing to Government regulations the business permits 
only a very small margin of profit. In consequence, 
employers and employed get their protection and com- 
pensation at practically cost price. In his speech at the 
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annual meeting of the London and Lancashire Insurance 
Co., Sir Frederick Pascoe Rutter said he thought this 
should be fully recognized, because the Government 
could not possibly manage such a vast and intricate 
business at the same cost. The insurance companies, 
thanks to their long experience, are thus able to render 
considerable service to the community. 

The special problems of motor insurance are only too 
familiar. At the best of times the offices cannot hope to 
make a high ratio of profit. Since the war began the 
increasing number of privately-owned cars laid up on 
account of petrol restrictions has inevitably caused an 
appreciable decline in premium income. 

In the marine market, the demand for war risks cover 
was largely responsible for an increase last year of 
£1,670,000 in marine insurance premiums, which totalled 
£11,628,943. Most companies were able to show an 
underwriting surplus, amounting in the aggregate to 
£525,400. This represents an increase on the year of 
£346,902. The average profit ratio of 4:5 per cent. com- 
pares with 36 per cent. in 1938. Increases in hull rates 
and higher rates for other marine risks have been helpful 
factors in this improvement, while there has in general 
been only a minor increase in claims. In view of the 
vastly changed conditions in which both shipping and 
international trade are operating, however, the outlook 
presages at the best only moderate profits. It should be 
borne in mind that present-day conditions in the marine 
insurance market differ greatly from those prevailing 
during the last war. As Sir William Goschen, chairman 
of The Sun, has cogently pointed out, the market to-day 
is much larger and the values to be dealt with are—and 
seem likely to remain—considerably lower than in 
1914-18. 

It will be realized from this brief review of the year’s 
results that the British composite insurance companies 
are fully preserving the high traditions, which have for 
many years past deservedly gained for them so great a 
prestige all over the world. In their widespread con- 
nections overseas they transact business in numerous 
foreign currencies, and their trading surpluses make a 
substantial contribution to the invisible exports of this 
country. Their functions in this respect are of especial 
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value to the Government in the present crisis, for by the 
volume of their investments abroad they are assisting to 
provide the foreign exchange which is so essential for the 
successful prosecution of the war. That the Government 
fully recognizes the national importance of these 
functions is evidenced by the statement of the late Chan- 
cellor of the Exchequer in the House of Commons last 
February, and since reiterated by Sir Kingsley Wood, 
that the fullest arrangements have been made to enable 
British insurance companies to carry on their overseas 
business without impediment. 


International Banking Keview 


FRANCE 


HE occupation of Paris and of the greater part of 
France resulted in a migration of banks unpre- 
cedented in banking history. All French banks 
and most foreign banks moved their Paris offices to the 
South. Some of them first reopened their Paris offices 
in Central France—mostly in towns with no military or 
industrial objectives such as Vichy—but owing to the 
unexpectedly rapid advance of the German forces they 
were compelled to move once more further South. 
After the conclusion of the Armistice with Germany, 
British banks operating in France hastened to leave the 
country altogether, in order to avoid coming under 
German control. 

French balances in Great Britain and the United 
States were blocked, though in Great Britain French 
colonial assets were exempted from the rule. By virtue 
of the terms of the Armistice, it became the duty of the 
French Government to prevent the transfer of funds 
from occupied to unoccupied territory, or from un- 
occupied territory to foreign countries. A large part of 
the Bank of France’s gold stock was sent to the United 
States before the collapse of the French resistance, 
but it is feared that some of it may have remained in un- 
occupied French territory. The German occupation 
authorities fixed the pre-war franc-reichsmark rate as 
the rate of exchange for occupied territory. 
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HOLLAND 


Soon after the invasion of Holland the Dutch East 
Indies took measures to stabilize the colonial currency, 
which is now safeguarded, tied up with the sterling bloc 
and linked with a fixed exchange rate with the dollar. 
All dealings in free sterling in Batavia were prohibited. 
Arrangements have been made to assure that the 
proceeds of exports through the intermediary of Singa- 
pore should be received in dollars and yen. In order to 
prevent Germany from making use of Netherlands 
Bank notes seized or withdrawn in Holland for the pur- 
chase of Dutch East Indies commodities through the 
intermediary of neutrals, the Batavia authorities took 
steps to discourage the import of Dutch bank notes. 

An agreement has been reached with the Dutch 
Government established in Great Britain, by virtue of 
which the N.E.I. guilder has been stabilized at 7-60 in 
relation to sterling. The British Government will be 
entitled to purchase goods from the Dutch colonies 
against payment in sterling at the fixed rate without, 
however, interfering with the normal exports of the 
Dutch East Indies to Japan, the United States and other 
neutral countries. The Dutch Government also agreed 
to bear an equitable share in the burden of external pur- 
chases for the requirements of the war. 


ROUMANIA 


An agreement was reached with the Roumanian 
Government, by virtue of which the Anglo-Roumanian 
clearing is to be wound up and replaced by a Transfer 
Agreement on lines similar to the one operating between 
this country and Sweden. Accordingly, in future British 
importers of Roumanian goods are to pay the purchase 
price into a special sterling account kept with one of the 
authorized banks, and the proceeds will be used for the 
purpose of paying for British exports to Roumania or for 
the settlement of financial payments. The old arrange- 
ment by which part of the proceeds of Roumanian 
exports was left at the disposal of the exporters, who 
were entitled to sell the sterling at a market rate, was dis- 
continued. Henceforth the National Bank of Roumania 
will pay Roumanian exporters at the official exchange 
rate, which has been raised to 852 lei. 
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Similar agreements have also been concluded with 
the Argentine and Brazil, and it is the Government’s 
declared policy to conclude such agreements with as 
many countries as possible. 


CHINA 


An agreement has been reached between the British 
and Japanese Governments concerning the question of 
silver and currency in Tientsin. The silver coin and 
bullion now in the Bank of Communications in Tientsin 
is to remain in the bank under the joint seal of the 
British and Japanese Consuls-General, until such time 
as the two Governments have agreed upon other 
arrangements. The British Municipal Council will place 
no difficulties in the way of the use of Federal Reserve 
Bank currency (the notes issued by the Chinese régime 
set up by the Japanese authorities) within the Conces- 
sion. The British authorities withdraw the licences of all 
exchange dealers which were not established prior to 
1939. New licences will not be issued unless they are 
vouched for by the Native Bankers’ Guild and have an 
adequate capital. 





Obituary 
Mr. John A. Swan 

The passing of Mr. John A. Swan, deputy-chairman of 
the National Bank of India, will be much felt in City 
circles, and particularly by those connected with the 
commercial world of Burma. 

Mr. Swan was educated in Scotland and joined the 
firm of Steel Bros. & Co., East India merchants, of 
Rangoon and elsewhere, in the autumn of 1808, proceed- 
ing to Burma in the following spring. He became 
general manager in January, I919, and managing 
director in 1925, subsequently being appointed chair- 
man in 1929. He therefore spent the whole of his 
business career in one firm, and his great knowledge of 
Eastern trade was much appreciated by all those who 
had the privilege of serving with him on the boards of 
other companies. He was also chairman of Carbutt & 
Co., Consolidated Cotton & Oil Mills, George Gordon & 
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Co. (Burma), and a director of Attock Oil and the Royal 
Insurance Co. (London board). 

Mr. Swan’s personal characteristics of kindliness, 
courtesy and generosity were known to all who came in 
contact with him, and he leaves a gap which it will be 
hard to fill. 

j. BR. Et. P. 





Books 
WorLD FINANCE, 1939-40. By Pau Ernzic. (Kegan 
Paul. Price 12s. 6d.) 

In the preface to his latest volume in his “ World 
Finance” series, Dr. Einzig calls to task those of his 
critics who found fault with his previous volumes on the 
ground that they were too political. He rightly points 
out that international politics and finance are inextric- 
ably woven together and the approach of the economist 
will in general differ from that of the politician only in 
the matter of emphasis. Once again the author has 
written a much-needed book. In the welter of acts, 
orders and agreements which are the inevitable con- 
comitant of a war or preparation for war, it is difficult to 
obtain a proper perspective of the financial situation. 
And it is precisely this which Dr. Einzig gives us. The 
enormous debt which France owes to Paul Reynaud for 
the manner in which he brought about the financial 
rehabilitation of his country, and the bold manner in 
which he resisted the pressure for increased wages, are 
elaborated in a skilful way. This enormous task was 
successfully accomplished by Reynaud, and its import- 
ance to the Allies has never been given adequate 
publicity in this country. From the time he took office 
in November, 1938, and introduced “a batch of decrees 
which took most critics’ breath away by their boldness,” 
up to the time of his resignation France enjoyed a period 
of financial stress. The repatriation of capital resulting 
from the Reynaud policy enabled her to finance sub- 
stantial purchases from the United States of America. 

Indeed, in many ways the conduct of the French 
finances compared very favourably with this country’s 
financial policy at that time. Our former Government 
was always reluctant to face up to the problem cf rising 
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wages and, unlike their French colleagues, they were 
stampeded into raising the Bank rate at the beginning of 
the war. Of this latter action Dr. Einzig is particularly 
scathing, finding it impossible to advance any reasonable 
grounds in its justification. To argue, as some did, that 
the rise of 2 per cent. would prevent an outflow of funds 
from this country was clearly ridiculous. Indeed, the 
effect, as the author shows, was more likely to be the 
opposite. 

The failure of the authorities to cope at an early date 
with the problem of the black market in sterling, the 
tendency of the Ministry of Economic Warfare only to 
purchase in South-Eastern Europe at “competitive ” 
prices, the haggling by the Treasury over the first 
Turkish and Polish loans—all are criticized at some 
length. Unfortunately, the criticisms are sometimes 
pointed by debatable statements, such as the passage on 
page 86 that “it is understood that the protracted negotia- 
tions were cut short by instructions from No. 10 Downing 
Street, instructing the Treasury to conclude (the Turkish 
loan) without further delay.” There are occasional slips. 
On page 255, for example, it is argued that the American 
banking system “ will be called upon to expand credit to 
no slight degree and consequently a larger gold back- 
ing will be required.”” Can anything require more gold 
than the $20,000 million which America already has? 
Such minor criticisms apart, the book makes exception- 
ally interesting reading and can be recommended freely, 
not only to the lay reader but equally to professional 
economists and politicians. 

F.S. McF. 





THE STATESMAN’S YEAR-Book. Statistical and Historical 
Annual of the States of the World for 1940. 
Edited by M. Epstein, M.A., Ph.D. (London, 
1940: Macmillan & Co. Price 2os. net.) 

THE seventy-seventh issue of this valuable reference 
book makes its appearance. Details of the finance, pro- 
duction and industry, government, history, area and 
population of every country in the world are included, 
revised and brought up to the end of the first quarter of 
1940. This year, in view of the war, and the discon- 
tinuance of the publication of official statistics in many 
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countries, the task has been attended with no small diffi- 
culties, and for this reason the Year-Book is of even 
greater value than before. This year there is an excellent 
map of the Union of Soviet Socialist Republics, including 
areas under military occupation and the territory 
ceded by Finland. The publication of these maps each 
year is of particular interest owing to their topical 
nature; in fact a study of these maps over a number of 
years provide a revealing commentary on world events. 
PUBLICATIONS RECEIVED 

PRODUCTIVITY, WAGES AND NATIONAL INCOME. By 
SPURGEON BELL. (The Brookings Institution, 
Washington, D.C. Price $3;00.) 

CapITAL EXPANSION EMPLOYMENT AND ECONOMIC 
STABILITY. By HARoLD G. MouLTON, GEORGE W. 
Epwarps, JAMES D. MAGEE, CLEONA LEwis. (The 
Brookings Institution, Washington, D.C. Price 
$3:50.) 


Appointments and Ketirements 


Barclays Bank (Dominion, Colonial & Overseas) 
Sir William Henry Clark, G.C.M.G., K.C.S.I., has 
been elected a director of the bank. 


British Linen Bank 


At Head Office the following appointments have been 
made: Mr. George Mackenzie, secretary of the bank, has 
been appointed assistant general manager; Mr. Robert 
M. Ferguson, superintendent of branches, has been 
appointed secretary. Mr. George N. Fordyce, inspector 
of branches, has been appointed superintendent of 
branches, and Mr. John Gilmour has been appointed 
inspector of branches with authority to sign official 
documents “ pro general manager.” 

The death is announced with regret of Mr. A. D. 
Brand, agent at Broxburn and Uphall branches, and Mr. 
George A. Shiel, first teller at Head Office, has been 
appointed agent at these branches. 

Mr. J. B. Johnstone, agent at Dunbar branch, has 
retired and is succeeded by Mr. Charles G. Anderson, 
agent at Tain branch. Mr. Hugh Gibson, who signs 





APPOINTMENTS — $4 


‘pro agent’’ at Dundee branch, has been appointed 
agent at Tain branch. Mr. William H. Mesure, of 
London Office, has been appointed securities clerk at 
Dundee branch with authority to sign official documents 
“ pro agent.” 

Mr. James Murray, agent at Gallowgate branch, 
Glasgow, has retired and is succeeded by Mr. John A. 
Mackenzie, teller at the branch. 

Mr. William Wilson, agent at Govan and Linthouse, 
Glasgow, branches, has retired. Mr. William S. Wight, 
teller at Govan branch, has been appointed agent at 
Govan branch, and Mr. George Dunlop, sub-agent at 
Linthouse branch, has been appointed agent at Lint- 
house branch. 

On the retirement of Mr. John Cook, agent at Tron- 
gate branch, Glasgow, Mr. James L. Carnie, accountant 
at Glasgow Office, has been appointed agent at Trongate 
branch, Glasgow. 

Mr. James Winton, chief clerk, who signs “ pro 
manager” at Glasgow Office, has been appointed 
accountant at that office. Mr. James Meldrum has been 
appointed chief clerk, and his authority to sign “ pro 
manager ” will continue. Mr. Robert G. Barr has been 
authorized to sign official documents “ pro manager ” at 
this office. 

Mr. W. H. L. Davidson, securities clerk at London 
Office, has been promoted to Head Office, and his autho- 
rity to sign “ pro manager ” at London Office now ceases. 
Mr. Walter J. Wilson, accountant, with authority to sign 
“pro manager ” at West End, London, branch, has been 
appointed securities clerk at London Office, with autho- 
rity to sign official documents “ pro manager.” 

Mr. John Muir has been appointed to succeed Mr. 
Wilson as accountant at West End, London, branch, 
with authority to sign official documents “ pro manager.” 

Mr. C. G. F. McKinnon, agent at Leith branch, has 
retired and Mr. John Chalmers, accountant, who signs 
“pro agent” at the branch, has been appointed agent 
and Mr. Arklie J. Lindsay, teller at West End, Edin- 
burgh, branch, has been appointed to succeed Mr. 
Chalmers as accountant at Leith branch, with authority 
to sign official documents “ pro agent.” 
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Mr. Charles S. Tayior, teller at Grahamston, Falkirk, 
branch, has been authorized to sign official documents 
“ pro agent ” at that branch. 


Commercial Bank of Scotland 
Mr. Robert Robertson has been appointed an extra- 
ordinary director of the Commercial Bank of Scotland. 


Lloyds Bank 

At the Premises Department, Head Office, Mr. S. F. 
Bestow, from Birmingham, has been appointed building 
inspector, Salisbury, on the retirement of Mr. F. S. 
Elgar; Mr. J. Ellis, from Newcastle-upon-Tyne, has been 
appointed building inspector, Birmingham, and Mr. S. C. 
Punchard has been appointed building inspector, New- 
castle-upon-Tyne. 

Mr. R. T. Scott, from Cricklewood, N.W., has been 
appointed manager of Barnet branch. Mr. H. W. 
Grendon, M.M., from Hanwell, has been appointed 
manager of Cricklewood branch, N.W. 

At Bodmin branch, Mr. A. C. V. Stephens, from St. 
Mary’s, Isles of Scilly, has been appointed manager on 
the death of Mr. R. V. Julian. 

Mr. D. C. Jones, from Tonyrefail, has been appointed 
manager of Briton Ferry branch. Mr. D.S. Lewis, from 
Briton Ferry, has been appointed manager of Gorseinon 
branch, in succession to Mr. B. R. Griffiths, deceased. 

Mr. W. J. Hackney, from Selly Oak, has been 
appointed manager of Cotteridge (also King’s Norton) 
branch on the retirement of Mr. S. H. Smith, owing to ill- 
health. 

On the retirement after 41 years’ service of Mr. 
H. H. N. Edwards, Mr. H. L. Gregory, from Langley, 
has been appointed manager of Great Bridge branch. 
Mr. C. B. Hankinson, from Ladywood, has_ been 
appointed manager of Langley branch. 

On the retirement of Mr. J. L. Giddy, Mr. I. C. Taylor, 
from Barnet, has been appointed manager of Ilfracombe 
branch. 


Martins Bank 
At Moorgate branch, London, Mr. C. J. Holland- 
Martin, hitherto assistant manager of Fenchurch Street 
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branch, has been appointed manager in succession to Mr. 
E. Norman-Butler, who is now with H.M. Forces. 

Mr. H. Stitt, from Middlesbrough branch, has been 
appointed manager of Guisborough branch in succession 
to the late Mr. J. H. M. Taylor. 

At Market Street branch, Nottingham, Mr. C-. 
Whiteley has been appointed manager in succession to 
Mr. H. R. Stone; Mr. Stone has been appointed manager 
of the new branch at Victoria Street, Nottingham. 


National Bank of Australasia 

Sir James A. M. Elder and the Hon. Sir Frank G. 
Clarke have been re-elected chairman and vice-chair- 
man respectively for the ensuing year. 


National Bank of India 
Mr. E. H. Lawrence, general manager of the bank, 
has been appointed a director. 


North of Scotland Bank 

Mr. Norman Beaton, agent at Fochabers branch, has 
been appointed joint agent at Charing Cross branch, 
Glasgow, along with Messrs. Carstairs & Mann, C.A., the 
present agents. Mr. Beaton and Messrs. Carstairs & 
Mann will sign as “agent” and “agents” respectively. 

Mr. Edwin G. Reid, agent at Portknockie branch, has 
been appointed agent at Fochabers branch. 


Union Bank of Scotland 

At Dennistoun branch, Glasgow, Mr. Archibald B. 
Brock, agent, has retired and is succeeded by Mr. David 
McEwan, accountant at Bridgeton Cross_ branch, 
Glasgow. 

Mr. James J. Ferguson, accountant, formerly at 
Stirling branch, has been authorized to sign official 
documents “pro agent’ at Bridgeton Cross branch, 
Glasgow. 








